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ABSTRACT 

This document compiles several studies on educational 
finance, including ••Federal Aid to Education: Who Benefits?** ••The 
Financial Aspects of Equality of Educational Opportunity, •• and 
••Legislator's Guide for School Finance. •• Also included are two briefs 
filed in the San Antonio vs Rodriguez case and a listing of c\irrent 
school finance litigation. The first study examines the effect of 
Federal dollars in five industrial States to (1) determine irtio was 
benefiting from the expenditures, (2) study the decisionmaking 
process affecting the allocation of funds, and (3) recommend changes 
in aid formulas and administration. The second study summarizes 
present inequities in school finance, reviews the causes of these 
inequities, examines recent court decisions, and concludes with a 
series of recommendations. The Legislator's Guide contains a brief 
analysis of four ••real life^' alternatives to school funding by State 
systems and a concise conceptual framework for approaching the study 
of school finance reform, (JF) 
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INTRODUCTION 



Recent court decisions affectine present methods of financing our 

Eublic schools ha\ generated pubuc interest in the topic of school 
nance. This comnuttee print compiles several studies on the financing 
of education including "Le^ialator's Guide for School Finance/' a 
sununary and recommendations to the National Legislative Confer- 
ence's Special Study Committee on School Finance; ''Federal Aid to 
Education: Who Benefits?"; and "The Financial Aspects of Equality 
of Eklucational Opportunity.'' Also included are two oriefs filed in the 
San Antonio v. nodrigiAez case presently before the U.S. Supreme 
Court and an up-to-date listing of school finance litigation. 

These items are printed here for the use of the members of the 
Select Committee and others interested in school finance. 
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FOREWORD 



Among the m«jor issues facing this Nation in the years ahead 
is how adequately and effectively we will use our resources to 
meet the social and human needs of our society and of our peo- 
ple. Even as we approach the 200th anniversary of our inde- 
pendence; poverty, hunger, substandard housing, inadequate 
health care, poor education, prejudice and discrimination are 
pervasive problems plaguing every region of the country. 

One of the chief problems confronting public education is the 
need for greater financial resources. Although many small cities 
and rural counties face grave problems with regard to support- 
ing public education, the financial crisis in urban areas is par- 
ticularly acute. 

As the Select Committee has delved into the problems related 
to equal educational opportunity, the economics of public educa- 
tion has clearly arisen as a critical factor. Not only do we need 
to find new ways to finance public education, we must also ex- 
plore ways to use existing funds more wisely. We must know 
more about how money is being presently spent, in what areas 
and what effects and impact these investments are having in 
terms of educational outcome for students. 

Federal Aid to Public Education: Who Benefits? is a study 
which addresses itself to just these questions. The study, which 
was prepared by the Policy Institute of the Syracuse University 
Research Coiporation and the Maxwell Graduate School of Citi- 
zenship and Public Affairs of Syracuse University, under the 
direction of Stephen K. Bailey, Alan K. Campbell, Joel S. Berke 
and Seymour Sacks, examines the effect of Federal dollars for 
education in five industrialized States and raises important 
questions about the way we finance our public schools. This 
study is reproduced because of its important implications for all 
of us who are concerned and committed to the prospect of achiev- 
ing equal educational opportunity for all of America's children. 
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Frefiice 



This stttOsr had Its orlslns In the winter of 1968-^ when 
jrohn V. Gardner, then auLlnan of the l«tlonal Vtfbma CbaXltlon, 
be0u> to specuUte on the degree to vhleh federal education prognma 
vere aaslstlns school sjrsteM In the ttrban areas of the nation. 
As he sott^t an ansver to this question, he r^ldlx hecne avare 
that InfbnMttlon vas slaiplx unavaUaiae on vho vas benefiting 
trcm federal educational si^port. At his urging, his deputy, Jaaes A« 
Kelly, began discussions vlth Stephen K« Bailey, Chainum of the 
Policy Institute of the Qyracuse Itoiversity Besearch Coxporation 
and Alan K. teq^ell. Dean of the Nazvell Graduate School of 
Citisenship and Ptiblic Affairs of Qyracttie UhiTersity« Together 
they approached the Tbrd Tbundation for a grant to launch a 
substantial study of federal aid to education. 

*Ehe purposes of that study vere three: first to detemine 
the patterns of allocation of aid, i«e. who vas benefiting, second to 
stuOy the decision-Mking processes that determined those patterns of 
distribution, and third to recoMMnd changes In aid fbnnilas and 
administratis practices that vould assure that Inderal aid to education 
vent vhere it vas most badly needed. In Jwe of 1969 the project vas 
funded by the Pbrd Foundation, and researchers vent Into the field 
to begin the task of asseabllng data on th't pattern of allocation of 
federal aid to education. 

While this is the project's first report on the patterns 
<(») 
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of Allocation of federal aid, earlier versions of our ctudy of 
the fiscal probleas facing urban schools (Chapter II of this 
report) have appeared in two places: ''the Financial Crisis of 
the Urban Schools" in Riles, Wilson C. Ihe Urban Education Task 
Force Reports lev Tork: Fraeger Publishers, 1970 and **the Jmpmct 
of Present Patterns of Funding Education for Urban Schools" in 
A Tlae Fbr Priorities; Financing the Schools for the TP's . Waahlng- 
tOD, D. C. Vational Edueatimi Association, 1970« 

In the ei/^teen nonths that this project has been under- 
way, the authors have acci«ilated an l^>ressiTe debt of gratitude « 
To some extent, the list of research staff that follcvs this 
preface is an atteopt to recognize the assistance ve have received. 
But there are people aentioned there vho deserve special ackaov* 
led^nt and others vhose naaes do not appear at all. 

In every state capital that ve visited there are officials 
froB the Superintendents of Instruction to clerks in the financial 
bureaus vho gave^ us strategic help in locating the infozmation ve 
needed* In particular, the cooperation of John Policy of the 
lev York State Departaent of Education xust be acknovledged« At 
the U« S. Office of Education Carol B6bson of the Hational Center 
fbr Educational Statistics vas aost cordial and helpful. Eugene 
McLoone, fomerly of the U. S. Office of Education and the Hational 
Education Association and nov of the University of Maryland 
provided invaluable insight into the potential and problems in 
educational finance data. John Callahan fonaerly vlth the Maxvell 
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School and nam with the AdrlMrjr OowiMlon on mtersoreroMntal 
ReUtloM proTided indlspensiOae help la mu^1ii« Mterialt oa 
vhl«A chapter two Is bMed. Doon* Shia«l« of am helped with the 
•n^ils end prepur«tlon of the tint dr*ft of the report. 

Sewel ■eid)era of our own etaff gtm their tlae and 
their energies wch aore flenerously than ve had anj atfrt to expect. 
BUI Wilken eolated and prograned data, developed tables, and 
conducted statistical analyses froi Septe^r 1969 vntU of 1970. 
To our eoUeacues 1A0 assisted In the final veeks of Mmiscrlpt 
preparation — criticising both the substance ud the '.^yle of oc.- 
early effbrts and helping nith aU detaUs .,f publicaUon — w 
•re especiaUjr Indebted. They ai« Bobert Ooettel. Paul Inrtn. 
Jerry Calderone. Susan Tan Wlgger«.. and our editor Dorothy Sickels. 
to Fat laeume vho patiently and accurately typed the hundreds of 
PMes Of Intricate tables In the Statistical NtorKbook. ve are 
Indeed appreciatiTe. Most of aU, our thanks go to bthleen 
Kennedy, project secretary. *ho r^iered us of a stibstantial share 
of the a^istratiTe load connected vlth the project and typed 
•ucceeding drafts of this report with nererikUlng good h«K>r. 

Without the help of the people naed lOtoTe and on the 
«BUowlng page, this report could not hare been oomaeted. •me authors, 
howerer, assuM ftiU responsibility fcr the aeeuraey of the data and 
the sowdness of the analyai 

Qmcuae. lew York ^ 
January 1971 ^ 
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CHAPm z 
mMXJCTZOV 



PedMcml aid to ediic«tloii hwi proMUj atiaulatcd mcv 
cotttroytrgy p«r dollar than hM aiqr otlisr dOMatle aid jyograa* Ov«r 
its loas hlatory, dabatas ovar Itadaral m«port fbr adneatlon have 
pinchad tha BDat aaoaltlva aarvaa of tha Aaarieaa bodar politic » tba 
narvaa of ralicion* raca» and atataa ri^jbta* TraqtMntlx* tboaa 
datetaa hmm beaa eouchad in tataa of adueational fiaaaea. 

As tiiia is vrittaa, tba iaaua of rali<ion is aurfttclag 
onea agaia aa flaaneiallr iaporllad parochial acbool aystaaa aaaroh 
tor tourcas of additiooal flaaacial support • Mbiktaa orar tba affaeta 
of raea aad ftdarslisa on adoeatioa eomotlj rac* *t amn graatar 
intanaitjt raising guaations about tba ap propr i ata aiz of aatioaal 
goals aad stata-looal prarogatiiras. 8pseiflcal3y» t2M discussion oftan 
tuma to tba ^ysstioa of gsa«ral (block) grants varaua oatagorical 
adueaticnal aid. Ineraasingily* too^ both tbs obJaetiTM and affset- 
iTHwas of fMaral rawms support fbr sducatioa ara coalag undar 
profbund aad critical scrutiar* tbssa Induda gdueatioa of cbildraa 
of lov^inccBM fbailiaa* g«i«r«l aid Ibr adml diatricta **iapactad*' 
bf fadaral fseilitios sad hy Cbildraa of fbdaral «picgrccs» support 
for tqpgradiag eurrieuliai offarlags* guidsaca sarrioas» libraiy 
■atarials, aad irocational aduoaticKi. lev aatioaal prioritiaa» sucb 
aa asaistsnca to bard praaaod uibaa adueatioa qrstaaat ara aaa rgin g 

(1) 
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•nd seeondazy scboolst Moro specifically, ve 80u«^t ansvers to these 
questions : 

Are there distinctiTe prohleas,of educational finance in 
urban areas 

Is there « Mas in aid that favors central cit3r» suburban, 
or rural areasT 

Does that bias, if anj* differ aaon^ mrious aid prograMt 

Are school districts vith lover capacities to finance 
education being aided aore or less than richer districts? 

Are districts vith greater and wore expensive educational 
needs receiving won federal aid than those vfaose needs are 
less severeT 

What has been the trend over the last fev years in the 

d^.stribution of federal aid? 

What outstanding adninistxtktive problw dilute the iapact 

of federal prograasT 

And aost lv;iortant of aU, is federal aasis^anee consistoit 

vith the problcna flacing public education? 

Our conclusions based cm those questions are fdund in the 

text, the tibles, and appendices of the fbUoving chapters of this 

report. It My he useful, however, to indicate at this point sons of 

*A note on tendnologyt teraa **urban** or ^'uzbanised*' 
«re used to refer to cities and older, aore densely populated si^bu^ba 
that have aany characteristics in eovKm vith central citite. The 
ten '^■etropolitan*' refers to a Standard Metropolitan Statistical 
Area (SICA) as defined by the Osniua Bureau* We use the tera ''central 
city" (CC) to denote the core city of smk. "Outside central city" (OCC), 
"outlying areas," and "suburbs" aU refer to the reaainder of the 
SNBA. We desiipate all areas outside SNSAs as "iwa wtropolitan" or 
"rural. 
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oat m^ar findincii. 

First, 1b the mt urbtnlsed areas of the nation ve fiound a 
wlque crisis In educatloiial finance caused hgr a seneral deterioratlcm 
In their fiscal situation coiriblned vlth hli^er doMnds and costs — 
for education and other public services — than exist In neli^iborlng 
ecanunltles. let the school districts that Tecelved the aost fMeral 
aid per pi^U vere not In urban but In rural areas. Vlthln the 
metropolitan areas central cities received proportionately mm total 
federal assistance than their suburbs, but the amounts received vere 
far too small make. 19 for the suburban advantafe In local vealth 
and state assistance. Patterns of Individual progrsM, hovever* 
varied Iwwns ely and often defied consistent explanation. In a nw^er 
of Important cases» however* as In WBMK II and IH, TocaUona education, 
and lUA in (described on paces 10 and U)« major cities have received 
oven less aid than should have been allotted to them In vlev of their 
proportilon of the state's student population. 

8eoond* with regard to t)ie relationship pf federal aid to 
district capacity to wnjpBort education, ve tomA that there van no 
Important oompenaatins affaet* While dletrtets vlth lover Ineoas 
tended to fet sll«ht;i7. more aid on the vHole than those vlth hlDber 
IncoM, there vas no such oowoMtonr rml«tlonship vlth assessed 
property valuation* the moat ooHon souree of revenut tor local school 
suypcirt. 

Third, one i^vortnnti MMure of i|4»catlonal ntad is the 
proportion of poor snd minority sroiv pupils In a district. Bare, 
because of the 1^^ of Title I (see psfeKl, ve found that fMeral . 
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aid it slffilfieflatXy related to educational need* Distrlets vlth 
lover ineoae end higher proportions of nmi<-vhite pi^ils received aore 
aid than those vith lover proportions of such pi^ils* UifbrtUDately, 
the ■agttituda of assistance vas veaieer in proportion to the iaacnsely 
costly task of education fbr the poor and culturallj deprived. 

Fourth 9 over the fbur«orear period of our studsTt saounts of 
aid received ty individual school districts varied Mrkedly and 
erratically* nu-thensore, during the last year studied, 
alaost half of the districts in aetropolitan areas reported an actual 
decrease in per pi^il saounts of aid* 

Fifth, although questions of progirsB ateinistration and 
desiffi are a pairt of a later phase of this stu4y, ve did think it use- 
ful to cotnent on som outstanding prohlens at this point* ESBA 
■oney, for eaus^le, has largely gMie for a varied of special and 
ancillary prograas and has not heen utilised to inprove the central 
portion of the eurriculua presented to disadvantaged children* abe 
failure to concentrate ftnds on the students aost in need of coapensatory 
education has frequently resulted in a siqperficial veneer of frag- 
■ented prograaa or nev equipasnt, rather than in an integrated, high 
ispoct intervention to achieve aajor educational change* Dilution of 
the i^act of federal aid has also coae about thr^u^ t* iaproper hut 
videspread use f Title I as general aid for systeprvide purposes* 

Sixth and last, federal aid is intended to provide 
strategically usef\il funds for edittational purposes n)t othervise 
receiving adequate stqpport* Our study suggests, however, that the 
■soiaits of aid are siaply too saall in viev of the pr6hleas that con- 
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ftoot iHlblie education. At present, for the nstion M « vbole, 
federal aid constitutes less than 7 percent of public eleBsntary and 
secondarjr school revenues* for the five industrialised states of 
our studr (CaUfbmia, lev Tork, Niehisn, Nuisac^usetts, and 
Otexas), the proportions ranged Arm little over 3 percent in lev 
roA to 10 perpent in Texas. In per piqpU stbsolute tezas, federal 
aid averaged between |22 and |^ per popU in those s«e states. 
Given our findings on the threatening fiscal crisis flaelng urban 
education, these anunts are patently insufficient to overcoae the 
financial probleas of the urban public schools. 

The data, analgrses, and conclusions of this rq^rt are 
contained in three chapters. This chapter gives an overview of the 
studar. The second describes the urban fiscal context in irhich 
fedex«l aid is operative. The third chapter revlevs the historical* 
developMnt of federal aid to education and sets forth the findings 
and conclusions «« have drawn as to the iapact of fMeral aid. 
Appendices to this report describe: (A) the shortcoidngs in present 
Infonation systeas relating to federal aid and edueational finance, 

(B) a aore detailed description of the Methodology of the stodtf, and 

(C) a series of statistical tables which were drawn on in developing 
this suMsry report. 

In addition to its snaljses and oondusions, then, the 
report and its i^pendlces prssent a bodr of organised data on federal 
educational revenuws and on the fiscal* social, and econaaic character 
of school districts that wUl ensible other Interested persons to asks 
their own interpretations. 
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Scope of tb0 Studty 

1^ related Imt teperete reMerch tedmlquts have been 
utlllMd in this etu^jr* flret, to enaljie the fiaeiUL context of 
urban edneetiony ve have aou^t to relate tlie fLnaacing of education 
to general trends in population wmMnt, business conditions t and 
fOTemnantal finances in tbirt/HMven large netropolitan areas. 
Second* in order to assess the iapact of federal aid to edueation, 
ve have conducted an intensiTe investigation of the dlstri^iution of 
federal aid to a large sea^e of school districts in fir:* iadustri- 
aliied states. 

A. The Fiscal Context of Urban Uueation 

ftipbasis in this analysis is placed on the social t 
econoaicy and fiscal disparities f^d between central cities and 
their surrounding suburban areas in the nation's thlrt/<-seven largest 
Standard Hetropolitan Statistical Areas (SICAs). The na^itude of 
these disparities indicates that cities and their suburban rings 
ftee rery different fiscal problens «nd have yrj different edacities 
to deal irlth their prdblons. 

tt&fortunatel/, an analysis that focuses upon the relation- 
ship of educational to social* econ«iic« and non-educational fiscal 
derelojnents in a saiqle as extensire as the thirty-seven largest 
SNBA's cannot at the ssm tine discuss individual suburban eoMranities 
and their schools. The noneotenlnali^ of suburban systens 
of school and non-school gover na e n t conplicates ccaparisons. 
Ihere are even difficulties in the case of large cities. Only in 
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states vhere school districts Are coterminous vlth IndlTldusl 
mnldpal areas (l,e.» prlMurlly the lev BagXaiid states) can fiscal 
cGsqiiarlsooa be aade betveeo central city and IndlTldual suburban 
flOYemaents. a!herefbre» tbe stu^ar •Mre^t.tes the entire subuzben 
component of IndlTldual aetropQlltan areas and compares tbat si^ur^ 
ban ccH9pona&t to Its core eitj. 

Much of the data draMn vapon tcr this analysis vas taken 
Trcm published and unpubllshad mterlals of the I967 Consus of 
aoTemaents. Population estlaates vere based on Interla Cenaus 
and Rand McVally ettlMitea. Personal Inooae data vere allocated to 
cities and suburbs on Infbxaatlon tr<m Sales Mmaggagnt and Surw 
of Current Business . 

Since there are usually a ni^ber of somnMnts overlylns 
the central cities In the thlrty-seTon larcest SN5UU* finances had 
to be allocated between the cities and their suburbs by relatl^ 
population or tax collectlbna, as appropriate. In the case of 
aUocatlng overlying flovermaental rerenues, central city finance 
reports frcm the cities In q^nestlon vere exanlned to detendne the 
aaomts of taxea collected vlthln the city by these pverlylng 
foreznaenta. 

B. The Pattern of AlXbcatlon of federal Aid to Education 

fiesearch on the allocation of fMeral aid to education vas 
conducted by ey a alnln s $73 school districts located In the fire 
uxbanlsed states. The aaaple vaa daalgned to Insure that all larger 
school qrstoaa vere Included In It a coTVT«<t. It contalna better 



than half the pupils in the fire states. Our data «nd conclusions, 
therefore, are prinarily applicable to the cities, suburbs, and 
rural portions of these industrialized, largely aetzopolitsn, states 
where aore than tvo-thirds of the nation reside. Althou^ our 
prlaary interest is in those aetropolitan areas, sufficient diversity 
exists in our sample school districts to draxr soae conclusions about 
the iapact of federal aid in nonnaetropolitan areas as veil. 

Special ea^aais in our report is placed upon states as 
units of analysis. Host siallar studiec of national policy base 
their analyses on aaaples constructed as Bicrocosas of the nation, 
glTing attention to regional representativeness, but seldoai seeking 
to include sub*sanples accurately representative of constituent 
states. Our concern, bovever, is vlth studying the units that sake 
decisions on the aUocation of federal aid to school districts. 
Since the federal statutes, regulations, and aAainistrative practices 
place major responsibility on state education departwnts tor asking 
those aUoeations, states are obvious units fbr such a study. Further- 
aore, since ve are Interested in the interrelationship of local, state, 
and federal finance, our analysis aust contain units representative 
of these different aysteas of educational support. Since states 
take distinctive approaches to raising and distributing revenues fbr 
their public schools, it is appropriate to seleet states as analytical 
units for that reason as veil. 

Ihe study reports on a fbur-year. period, beginning vlth 
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the 1965*fiMal year and eoBtinulAg through the X968 fiscal year« The 
starting point provides a basaine Juit prior to the large incretuse 
in federal education spending that esM with the iiQleMitatioii of the 
EleMntary and Secoodaxy Bdueation Act of 1965. Ihe use of the three 
succeeding years pendts us largely to o^recM interjuretite difficulties 
caused the unevtaness and V.nchlng of federal fiscal flov in any 
one year, and allows us to s le trends over timt. It is worth noting, 
too, that changes in the levels and purposes of federal appropriatioce 
for eleaentary and secondaiy ednea'^^on have been minor in the tvo 
fiscal years that have fdlloved thvi*"! studied, so that our data and 
conclusions reaaln characteristic of the present systen of fMeral 
aid to education. 

All federal aid tor eleaentary and secondary education 
reported by the school districts in our senple wen included in the 
enajyala* Bi^t aajor prograas of aid were exanlned individually. 
They represent aore than 60 percent of total federal revenues for 
eleaentary and secondary education, and aore than 95 percent of such 
revenues actually going to school districts. (Headstart and other 
OSO progrtaa, irtdch aceowt for an additional 15 percent of federal 
revenue for eleaentary and secondary education, are often channeled 
throu^ poverty agencies.) The reaalning k percent consiats of federal 
finds usually reported in a residual or aiseelianeous category by 
local districts. 

The eight aajor prograas are: 

(1) Title I of the neaentary and Secondary Iducation 
Act of 1965 (KKA), financial assistance to local 
educational agencies fOr the education of chUdren of 
lov-incoae feallies^ 
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(2) Title II of ESBA, school library resources, text* 
l>ook8 , and other instructional aaterials ; 

(3) Title III of ESEA, siqpplenentary educational 
centers and services; 

(k) Title III of the Vational Deftase Education Act 
of 19^8 (HQBA), financial assistance for strengthening 
instruction in science, aatheaatics, sodem forei^i 
languages, and other critical subjects; 

(3) TiUe V-A of HTBA, guidance, oowsellng, and 
testing; 

(6) Vocational Education (aid fbr Tocational education 
trcm all federal prograas); 

(7) School Lunch and MilJc Frograa; and 

(8) School Assistance in federally Affected Areas, 
including Piiblic Xm Qlk (general aid to offset 
Increased school costs related to federal aqdoyees) 
and Public Lav 815 (achool construction noney fbr 
similar purposes). 

Our original intention had been to trace payMts to school 
districts from each federal program providing assistance fbr elcmen* 
.tary snd secondary education. Initial conferences with state and 
federal officials and surveys of fund reporting, however, quickly 
denonstrated that Infonnation was unavaUable on |Mny of the aaaUer 
programs — at least by tony research techniques that could be under- 
taken within reasonable time and expense limits. Allotments to 
states could be found, but the receipts by school districts were 
l\mqped together — and therefore lost Individually — In such Cate- 
gories as **all other^ or "miscellaneous outside revenues.^ 

Some important progrms proved liqpossible to trace to the 
district level within acceptable ranges of accuracy and effbrt. 
Headstart expenditures, for example, were often allotted to prime 
contractors by the Office of BooDomlc Opportunity, and then sxib- 
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contracted, the final point of expenditure often vent unreported. 
80 that actual time periods and expenditures could not he ascer- 
tained vitb sufficient precision for our purposes* In addition) 
Beadstart aaowts expended by public scbool authorities were 
firequently but a snail proportion of Beadstart aonles being expen- 
ded vithin the scbool districts. It seeded necessaiy. therefore, 
to oolt expenditures for Beadstart tram nur study. 

One final vord of caution should be stated foi those vho 
hsYe not had experience with edu&ational finance data. Despite 
rigorous efforts and substsntial resources* ve experiraced enor- 
nous difficulty collect^ and ccwparing data» even for Jurisdic- 
tions as large as school districts. In our surr^ differencer in 
reporting sacmg districts vlthln states and anong states theawelfes 
posed constant probleas. There are neither unifbn definitions 
nor coaaon sources of educational infotnation. For exsq^let aetbods 
of counting attendance raiy significantly fro« state to state. In 
a rxaHier of districts the categoxy of "all other f^ral aid" is 
larger than the coiiblned aid trm specific tiUes. Furthemxre, 
even though our sources of infoxaation vere the official figures 
reported to state educational agencies by local school districts, 
project researchers uncovered a nwber of inaccuracies and 
discrepancies In the "official" figures. Collecting data co mif 
than ho categories of revenues and expenditures for 573 school 
districts for each of four years leaves rooB A>r error on our part; 
hovever, during the twelve aonths of analysis and data refinsMnt 
since the rw Inforaation vas collected in the field, the aaterial 
has been sid^Jectcd to as rigorous an atte^ to assure accuracy as 
vt could devise* 
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CHAFTBR ZI 
IHR FISCAL OOnCBCT OF URBAI DUCmOl 

Bftlslng adequate rermmm tor the support of eduestloD Is 
ft threfttenlng problea in ft l«rae proportloD of the nation*! school 
qrsteaa* there are, of course, exceptions to this atatwunt; 
enclave^, with hi^h nooreaidential taxable resources relfttire to the 
maiber of school children; vealthar sUhurhan coHunities irith hi^ 
lefela of residential proper^, incoae, and edueational ftipectations; 
and rural districts vith stahle or declining popolationa and 
relfttiTely nlnlnal educational deaands* But in aost eitiea* suhurtM, 
and rurel areas* heitfitcned dfanil for educational senrices and 
salaries are running head^-on into local taxpsgr«r reaiatanee, state 
econosqr drives, and a pause in increaaed federal spending* In aaiqr 
areas of thu couatxy, school hoards faced vith fiscal crises have 
resorted to school shutdovas, the aliai nation of special projects, 
and increasing average class aiiaa* 

Hardest hit of all are the larger cities of the nation 
nhere three interacting pbencMna strike aost directly* First, 
because of prohlMs coaami to hitfily urbaniaed areas ^ a dacliaing 
fiscal situation codbinad vith staaply rising d—inds and coats 
for education and other pUblie serrieas large citiea find it 
mom difficult than aost othar araas to 9Wort edacatiooal s«r^ 
vices froBi their ovn tax re a o u r c e a * Second, education in central 
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cities iaposes bl^er costs than are found In less denseJly populated 
places* This is true because of the coHpoeition of the city student 
population, because of inherentOj hi^er urban coat factors, and 
because of acsressiye and effective teacher unions* Third, cities 
f^quentJgr function under a lee«l trmmvoxk that is far aore restrict 
tive and state aid lavs nhich are far less generous than is true of 
suburban and rural school districts* Vofether, these factors have 
caused a crisis in urban educational finance* This chapter viU 
discuss that crisis* 

Metropolitan Develoi»ents 

nie roots of the crisis in larfe citj educational finance 
are found in the redistribution of population «nd economic activities 
that has taken place in the last two decades* The shifts have not 
been randoa* A sorting-out process has occurred — leaving the poor, 
undereducated, aged and non-^lte in the central cities and taking 
heavy aanufacturlng, nanor retail establlshnents and other kinds of 
business activities to the suburbs along vlth alddle and upper Incoae 
fMllles* The result is that the tax base of cities has beccM Insuf* 
fldent to neet the resource needs of the hl^ cost city population* 

City poverty, in other words, often exists only a fev allcs 
froK svbstantlal subuzban wealth* This adjacent ring of relative 
affluence co^llcates the plight of large city school districts 
because cities and suburbs co^ete for tax dollars, for instructional 



pcrmmcX, and <br tht o^ty of thmir •chools. 2ti this a<«v«titioa, 
eltlss m at a wmxkmA dl««ftn»U<** Is aot to svcfsst that mmf 

mftuits, partleularly tha oldtr ooat, do not shara oaatral eit^ 
problaM. In fact, thara ara sii(bittts la tills oountir abl^ ara 
IneraaslDflar taklac on eaotral elt^ diaraetarlstloa aad eoaaag^tly 
liava slaUar rasourea aaads. fior raaaons alraadgr fliran, bawavar. our 
data on SlBAs vara dlofaotcalsad Into osntral oltgr and oatslda oaatral 
eltXt and tha statlatleal aaalysas vara parfioanad aecordlncXj* lat 
bacausa tha daU on aUbozts axa dilvtad and dlstortad by ths 
mtaalsad axaas thsgr contain, all ooiQailaons hatvavi city and sdboAs 
uadarstata tha raal pXltfit of urban araas. lha Mlovlnc statistics 
aqprass only In part tha start flsoal sltuaUon in xattm Jtawrlea. 

A. Social* ■eonoBle* sad fiscal Srsnds 

Fopulation crovth In larfs eltlas has naarljr eaaaad in 
racant rasrs, irtiUa thalr sidbuzbs ara «iJogrlat a dynMlc rata of 
ineraasa: batvaan i960 and 1967, eora eltlas In tha nation's 
thlr^-ssTsn largast SNBAs grair by only 3*8 parcant, ahUa thalr 
siiburbs Ineraasad by 17*6 parcant. Oaaplts this (lovar city gcovth 
snd In aoM easaa tha total ^snea of growth — popoUtlon dansltlaa 
in tha eltlaa eontinuad to axcaad thosa In tha subarbs flftas^ to 
Wsnty tlats orsr. 

Vlthin thaaa dlff^ranUal «rovth ratas Ua aarkad 
dlffarancas In tha charaetarlstlcs of tha astropolltan population. 
Cmtral city black population, for •MmfiLm^ has risen to 21 parcsnt 
according to latest Census Buraaa astlaataa* tddla surzouodinc aiaaa 
hava rMalnad ftairOy stshla at ^ parcsnt. Aeoordlng to tvo racant 
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■umegrsr isecae ^ifTerenees alMo «rt extrcn*, with central 
«T«r«0e f Mdlj IneoM runoiiic wre than ll^OO to $2000 bthlnd 
suburban Incoaaa. Slg&lfloaatay hitfbtr prpportlona of poor fanlXiea 
aod slgnlfleantly lover vroporttooM of fMlliea in «ore eosfortalile 
circuaataaeea Uve vltbia ratbtr than outside core cities. 

leonoHie aetlTity abovs a mimlUaf pieture of ee&tx«l city 
dlsaftvaiita«a. .Bettfeen 1956 19^1 in tha 3T laraaat SNSAa 
siiburbsn retell sales Inereaaed at a real rate of 106 percentg 
central city aales by only 13 percent* TSieae differing rates of 
srovtb resnlted In a decline in the central dtf sbare of Bstropolit^ 
retail salte from 63 percent in 1956 to ^ percent in 1963 to 
k9 percent , in 1967 <Wble lUXh* Oth^r indicators tell a sinilar 
tale. A^loyaent In nsnufactnriag and ±m declining in 

central cities iihile increasing in the outlying areas, 

B. Tax Bene Deteriorstitm' 

One aajor consequence of these trends for educaticaal 
finance is seen in the decreased cspaeity of urban coamitiee to 
raise and to devote resonrces to the support of their sdiools. Ibe 
popiilatitin and eeonoidle sbiftb noted sbore bars ccnbined to depress 
the incQM baae of eentral 'citiee relative to tfaeir evfbui^s and %o 
cause a nueh slower growth in the torben proper^ tax base* Since 
the incosMyOf its rdsidsots Is a aajor source of public resources, the 
relatively ner poeition of citiee as oos^aratlTsly lonwineoM areas 
is a Vasic pr^ea for educational sup por t * 

. ,, ^^SibJt^* ^ tbi^* chapter begin on pege 2^* 
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More directly, bcwmr. It le the inroperty tax iMwe thet 
!■ tapped for ylrtuaUy aU XocaUor ralaed rereme for edocatloa. 
The traditlonaUy hi(^er city propertgr tax bape haa been threatened 
in recent decades by a rery sXov rate of srovth. in the northeaat, 
the aoat recent studies show that stdmrban prope r tj TaXnes cliid>ed 
an average of three tlMs as inch aa did those of the central cities? 
in the aidvest, suburban p roper ty appreciation vaa aore than aix tisea 
that in the core cities. Tor aU sections of the nation^ subuztan 
properly grovth rate vaa mv9 than tuo and one-4iaXf tiaes that of 
the central cities« 

Qrovth in educational expenditures hca far outstripped 
this slfiv rate of erovth la the urban property tax baae. Trofeaaors 
JaMs, tolly, and GarM docuMxted this phenomenon in ik larce cities 
hetneen 1930 and 196o». They tomd that per pi^il educational 
expenditures rose three tines as fast aa p r o perty values. 

C. The IMbloi of Municipal Orerburden 

Ttecible reaourees are beccainc increaaingly scarcer in the 
core citiea than in the rest of astropolitan Aaerica. 9iit vhat Mkea 
the picture evan Ueaker is that cities are unable to devote as Xarfa 
a share of their resources to edqcation aa can suburbaiR. districts • 
Cities poaaess a hi^iMoat poffulatioa and an older il<yaical plant 
ilhlch produce greater dssauids for jfoer^ coveywent aarvtcea tfiaa . 
in the suburbs — dcMada fdr greater health, pi*Uc safMy, aaait^icfi, 
piiblic vorka, transporUtion, public velfare, piibllc houaingt and 

U?^*!^^^^ gn^eadltn^s in Urea cttt^i 6f the imted fltata.. fcW 
or uneatiOQ, Stanford Ihilwalty, Stanford, Califowlari^* 
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recreation services. CentrmX cities devote nmrl^ 63 percent of their 
toudfets to iion-educetlonal services » while their outljlng 1 i—iiilt lis 
devote less than k3 percent* Put soother m^p core cities sssl^n 
only a third of their ftmds to edncatlon* irtille nelalihoriaf 1 itiiiiU Ins 
consistent spend over half of their puibllc Bonies for schools* 

Cities raise about 30 percent lass par es^ita (Mle II-2) 
for education ttam local taias* On the other hsad^ central dtj 
residents tax thssMalves eonsldsrslily Bore heavily Jiaa is the caae 
frith their sidnntan oonaterpsrts; eitj par c^ita tax effort (taxes 
ss a percent of IncoMe) is over kO percent higher (lUble II-3) then 
in surroundiaa areas* In short* core cities spend less per pupU 
than do other parts of a e tr opolitan araaa even shlle taxlac thi« 
selves nore haavilj* 

Hiahsr Urban Mucatioaal Coats 

One additional eoasidarstion lends particular poignancy 
to the plli^t of urtMa finance: dollar for dollart central cities 
fst leas education for their expenditures then do other parts of 
■stropolltsn areas* In other «ords» eitj education gsBaraUy coats 
am per unit thsn does edueation elaaiihere* liare are tvo reasons 
for This pheooBtnon* flrstt the social and ecoaoBlc character of 
the urban school population fqfdr— m exeeediaglj hiah-oost 
ednestiooal progroi; secondt ausr expanse iteas la the school 
budgtt simply cost Bore In the cities* 
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A* Hi|^ Cott0 Japcm^l th* Character of UriNui ftroUamt 

Ac Mjor factor aecounting for tha inlieraiitly matt ooatly 
nature of acfaooUiig in the large dtlea la tlie eo^oaltlon of tlie 
urbmi achooX population, Siglier proportlona of tlia educatlonallx 
dlaadvaiita«ad» of the poor, of the handicapped, of the nonMrtUte, 
and of iHli^ranta are located In central eltlea. the apedal eduea- 
tlonal needa of thaae groopa reonlre far i^reater educational reaoorcea 
to enaihle tlMn to aehlete aonal grade level par f o man ce, fto^lea 
of anoh e^enalTv prngraaa are: edneatlon for the coltntallj die- 
•dvantagad, progi aM for noap>lfagUah ape«klng adnlta «id children, 
prpgraaa for children to vhon atandard Bigliab la rlrtaally a 
fiorel^ l a n g n a ge , adnlt edneatlon In general. aTir a^ool, yfnfwtm 
for the liqralcalljr and Motlonally handicapped («hcre eu^enditiirea 
par popll are greater u factor of 4i or $ to 1) and Tocatloaal adio61a 
3$ percent aore coatlj than aeadMdc aeeondaiy a^bala, 

Tbm percentage of aoAi^te atialeat population (prlnrily 
black, Puerto Ucaa, and Chicano) la another nngh but naafU Index . 
of the need for aore edneatlonal reaourcea. BonnAite atntenta 
tend to e«e from hcmm vbere parenta have lonar average jeara of 
■ehooUng, adMMOiag tr%qpmUtJir ac^olred la inferior aegregated adboola, 
A boat of recent atndiea have ik^aienatefl the laportaace of parental 
•daeatlnnal badvo»A to the viaUty of a atndent'a ■rblirmt in 
achool. Tboae atuaiea indicate that iihat the hoM doea not pmide, 
the adwda anat aake 19 if edaeationaUjr diaadvanUfa^ «Aildratt are 
to achieve on a par with their ma ftirtiMte claawtaa. Ae 1«11^ 
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cations for the cost of the school progr — are clear** 

What should be kept In Mind Is that the non-^vhlte child is 
represented in even larger proportion in the schools than in the total 
population of the largest cities. For ewqple, in 1965 the noo-«blte 
percentage of the general population of Chicago v«s 28 percent, yet 
the non-idiite percentage of enroUaent in poblic schools was 52 percent* 
Siallar patterns aagr be found in all parts of the nation* Ttfhle 
coaparesy for I960 and X965t the proportion of noo-vhite public sdiool 
enrollment. This difference in population and enrolUient p ropo r tions 
is a result of age distribution* family coapoaition* and the greater 
tcr^cy of vhlte parents to send their children to private and 
parochial schools* 

B* Urban Cost Differentials 

In addition to the inherently costlier nature of the urban 
school population* ci^ schools nist pay aore for aaqy itcM in 
their budlgets than do school systcas in other areas* Ttike tar emvle, 
inatmetional salaries, the largest itea in aiqr school budget* In a 
study for the U.S* Civil Bi^;;s Ccwission, Professor Charles Benson . 
minted out, ^Citj coats are diaraeterJ sad hf a general expenditure 
raising phenoaenon, naaely, the age of their teachers* Also, for insti- 
tutional r^aaona, cities tend to aake prcaotions internally. On both counts, 
central cities tend to have school systeas that are staffed priMrily 

*For a uael^ discussion of a maibar of other studies, see 
Chapter III of Jmms V. Guthrie and othara. Schools and IneouaUty * 
Caahridgei MT Ftass, 1971 forthcoalng* 
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U tethers of substwtial .enlortty. A«ftlii ftir Inttltutlonal reM>im, 
teMbers are paid lArgely on the bMls of seniority. It fblKnw that 
central dtlee met pegr higher e«Urlee for teechcre." In the leit 
few years, of course, another factor has operated to increase instruc- 
tional expenditures in large cities: nUitant teacher unions. Ihroutfi 
tight organisation and aggressive tactics, «ions in the nation's 
■etropolises have won substantial salaiy Increases and other oot 
rising benefits. 

In addition to instructional salaries, personnel expenses 
fbr aaintenance, secretarial, and securi^ services are also hl^r 
in central cities as shorn >y Bureau of Labor SUtlstics reports. 
Hi^er incidences of vandalisa also pl^ a xple in pushing costs 
upward. 

Land for school bnUdlngs is also M>re expensive in cities. 
IfhUe comparisons are coa^icated by the aare sprawling eaivus-style 
architecture of non-urban schools, the extraordinarily high ooste 
assoeUted vlth assaying even smU plots for city sebools spears 
to outwei^ those in the stibuibs. Por exflqde, an intensive sti^y 
of edttcatiott in Nldiigui flound that in 1967 Detroit paid an average 
price per acra of |100,000 in contrast with ^proadMtely |6,000 
per acra in surrounding school districts. 

atat^ Afflic tions and SUte Aid 

Ihfban education ^teas, of course, ara conducted within a 
legal firsMwork and a financing system that involve a large asasura 
of state participation. Both state regulations and state aid leave 
eities at a disadvantacs relative to siiburbaa and rural areas. 
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The costs of retireaent systeas, for exanple, cure often 
assuned by state govenments , but in aany states the lar^ school 
districts are onitted from the state program and must bear retirement 
costs primarily fros local revenues* Eren vhere smaller districts 
are responsible for retirement contributions, a heavier assignment 
is usually charged to the large city school district or its overlying 
government* 

When ve examine the Impact of state aid for education, ve 
find that aid systems ccxitlnue to bear the marks of their origins* 
Educational aid formulas were designed in the first decades of the 
century to compensate for disparities between the rich cities and 
the poorer outlying areaa* Belative fiscal positions are nov reversed, 
but the formulas continue to give lesser proportions of aid to cities 
then to suburbs, and to give more aid to rural than to metropolitan 
areas* Those conclusions have been draim in many previous studies* 
Our project confirms these findings* In lev York, Texas, and Michigan, 
metropolitan areas get anywhere from |l7*00 to |58«00 less per piq^il 
in state aid than do non-metropolltaa areas* Only in California is 
the reverse true* Within the metropolitan areas we found that the 
central cities In all states except Massachusetts get less aid than 
their surrounding suburbs. As Table II<-5 shows, the difference can be 
considerable • Looking at individual metropolitan areaa the gap is 
often larger* For instance Qyracuse, lew York, In 1968 received 
$170*00 less per pupil than its surrounding area in state aid* Los 
Angeles for the same year received |95*00 less* Of the five major metro- 
politan areas in our study, only In Bost<m did the :entral city receive more 



Aate aid than Its Metropolitan area* 

Data CD the thirt^-seren largest ■etropolltan areas shoved 
the disparities to be even greater: sidburt>aii areas received one -third 
More educational aid per ci^t* In 1967 than did the core cities. 

Su— ary 

Thou^ raising adequate revenues for edncatlon Is a serious 
prdblcB In all areas of the nation, we have found that the fiscal 
crisis la Boat threatening In the larger dtles of the nation. Tbm 
trend In aetropolltan develofasnt has left this with a less affluent 
population and a resource base that Is falling to grov at a rate suf- 
ficient to Meet Increasing needs. Because large urban areas have 
hl^ier piibUe service needs, a nueh lower proportioo of their eipendi- 
tures can be devoted to education than is true in suburtMn areas. The 
result is, of course, propartionateaj lover educational eiqpenditures 
in cities than in their envinsos despite higher tax efforts in the 
cities, thkfortinately these problflva are ecppounded bgr the inherentlar 
sore costly nature of urban education: eqpanaea are hltfier in big 
cities and pi^pil populations there include worm children in need of 
e^ensive svvplsMitarr ednegtional te^mlquea. Btate regulations and 
atate aid rather than cc^Maating for these urban disadvantages often 
act to esncerbate th«i. This^ then, is the fiscal context for our 
exMinntion of the allocation of federal aid to edneatlon. 
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TABLE II-l 



Retail Sales* Deflated lay General Price Increase. 
Tor 37 Urgest Metropolitan Areas, 195^-1967 

i 

% Retail Sales in CC J^Increase (Real) in Retail Sales 

(CC/SNSA) 195^-1967 



Hetropoiitan Ares 


1958 


1963 


1967 


CC 


OCC 


NOF V new V 


( CO 'T\ 


(ho 


I -37 • 7 J 




\ 15. 


Washington* D. C. 


*J2.lS 


h2.1% 


32.9J( 


10. 5* 


13U.a3^ 


Baltiac-re 


71.»i 


58.1 


53.U 


k.9 


128.2 


Boston 


38.9 


31.2 


26.0 




79.2 


Hevark 


30.0 


25.8 


21.2 




37.1 


Fatt ersoo-Cli fton 


36.0 


23.9 


2U.6 


.9 


7l».5 


Buffalo 


92.2 


UO.l 


38.9 


-9.9 


5k.l 


Hev York 


72.9 


67.1 


6k.S 


9.7 


60.2 


Rochester 


60. U 


52.9 


b8.5 


18.1 


91.3 


Philadelphia 


51.5 


1(3. 1» 


U0.2 


6.2 


65.U 


Pittsburgh 


37.5 


3*1.1 


33.5 


7.8 


28.7 


ProTidence 


55.7 


50. 1( 


31.2 


-36.3 


73.1 


Hidw«st 


(66.0) 


(56.2) 


(U8.8) 


(9.5) 


(127.1) 


Chicago 


65.3 


56.9 


51.5 


5.3 


66.6 


Indianapolis 


76.8 


65.5 


60.U 


20.0 


160.8 


Detroit 


51.1 


1»2.7 


36.1 


.7 


86. U 


i4inneapolis-8t. Fuil 


73.U 


61.5 


^k.k 


7.9 


ll»9 7 


Kansas City 


59.9 


63.3 


50.1 


55.2 


61».3 


St. Louis 


kS.l 


37.5 


32.7 


.7.6 


76.2 


Cincinnati 


6k. 2 


57.0 


'5.0 


1».6 


129. U 


Cleveland 


ik.o 


5^.8 


39.6 


-15.2 


269.1 


CbluiAkus 


80.2 


69.0 


67.2 


22.8 


1U1.9 


DsytOB 


60.5 


kl.k 


Ul.3 


3.6 


125.5 


ttUvsukee 


73.1 


63.1 


58.li 


l.k 


108.3 


South 


ilk.k) 


(68.6) 


(61».5) 


(20.7) 


(108.3) 




5*».9 


liO.U 


37.5 




98.2 


Ttapa^St. Petershurgta 


75. U 


66.6 


65.8 


30.9 


108.9 


Atlanta 


71.U 


62.8 


57.6 


37.7 


153.9 


LoulsvUle 


70.5 


61».0 


57.5 


llt.O 


101.8 


Hev Orlesns 


79 .0 


71.3 


65.3 


21.0 


IU1.9 


Dallas 


n.7 


71.2 


68.1> 


36.6 


U9.2 


Houston 


75.7 


82.1i 


7l».8 


55.9 


63.3 


San Antonio 


91.2 


90.0 


69.6 


36.1» 


79.9 


Vest 


ilk.h) 


(68.6) 


(6i».5) 


(28.7) 


(108.3) 


Los Angeltts-Lons Beach 


U8.8 


1*1.3 


39.9 


22.2 


75.li 


San Bernardino 


W».9 


li2.1 


RA 


lA 


lA 


San Diego 


6k. 0 


56.1* 


53.9 


25.6 


91.8 


San Francisco 


5k.5 


1(8.0 


k3.k 


16.3 


81.6 


Denver 


70.5 


55.9 


53.3 


U.l 


132. U 


Portland 


76.3 


58.8 


59.6 


28.1 


180.3 


Seattle 


71.7 


63.5 


5l».3 


18.0 


152.5 


36 SHSAs 


63.0 


5l».l 


M9.3 


12.6 


105.8 



Source: John Callahan. Advisory CoHission on Intergovenunntal Relations. 

Metropolitan Diaparitlte » A Second Reading. Bulletin lo. 70^ » Vitfhington, 
D.C.: the CoHBiasioa* Januaxy, 1970. A Joint Project of the ACIR ebd 
the SURG Policy Institttt4. 
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TABU 11-^ 

Ptrc»plt« nuctt f6r 3T Uritst Natropolltw Atmm. 1966-1967 



MetrogollUn Are— 



OC 



OCC 



Per Cmplt> Taxci 
Bducation 



cc 


OCC 


CC 


OCC 


(6l) 








lA 


Mk 


lA 


lA 


■A 


MA 


lA 


lA 


iss 




fiTT 


Act 

f5k 


57 


128 


202 


95 


7»i 


135 


106 


79 


liO 


55 


161 


U8 


90 


139 


?15 


115 


68 


U6 


1^5 


60 


51 


85 


125 


5ii 


52 


71 


12k 


55 


lA 


■A 


lA 


KA 


(75) 


(69) 


(113) 


(56) 


65 


idi 


12k 


6k 


78 


98 


102 


k2 


50 


95 


119 


6k 


63 


107 


128 


66 


66 


66 


120 


^1 


71 


87 


132 


50 


70 


69 


Uk 


kl 


8l 


112 


100 


59 


67 


108 


62 


39 


107 


78 


m 


35 


73 


55 


130 


107 




(52) 


(90) 


(52) 


62 


62 


135 


90 


kk 




98 


62 


56 


55 


103 


51 


39 


76 




3h 


39 


10 




50 


51 


60 




k8 


hi 


99 


81 


55 


28 


U 


k3 


23 


(95) 


(91) 


(135) 


(83) 


100 


100 


150 


125 


115 


99 




103 


73 


87 




91 


85 


127 


237 


95 


nk 


09 


107 


65 


91 


79 


118 




85 


53 


119 




73 


96 


Ikk 


76 




8k 


126 


66 



lortheMt 

MtLMhingUM, D. C. 

Baltlam 

Bottoo 

levmric 

Pftterton-CllftoD 
Buffklo 
ffev York 
Rocbett«r 
RiUadelpfalft 
Pltttburch 
ProTid«ic« 
XldvMt 
Chlctfo 
Indlaaapollt 
Detroit 

MliuiMpoait-St. Pual 
Kansas City 
St. Loula 
Cincinnati 
CltTtland 

Dayton 
Nilvnulwe 
South 
Miaal 

Tav^* Peteraburgh 

Atlanta 

LottlavUle 

lev Orleans 

DaUas 

Houston 

San Antonio 

Ifoat 

Loa Anfelea 

San Bemardo-^fons Beach 

San Dlefo 

San n«nclsco 

DonTsr 

FDrtland 

SeatUe 



(223) 
|3k0 
193 
232 
259 
160 
221 
305 
213 
176 
176 
157 
(187) 
189 
160 
170 
190 
206 
203 
193 
181 
129 
217 
203 
(135) 
197 
lk2 
159 
135 
109 
lk2 
122 
71 
(230) 
250 
23k 
169 
322 
220 
206 
205 



ink) 

Ilk7 
127 
162 
22k 
21k 
172 
255 
176 
139 
126 
169 
(l»»5) 
166 
iki 
160 
175 
U3 
137 
110 
172 
lk6 
U3 
163 
(lOk) 
152 
106 
105 
110 
60 
106 
15*» 
3k 
(173) 
225 
202 
177 
222 
15*» 
131 
100 



Velsbted aversfe tor 37 SMBAs 219 
Velfrvud avmce tor 34 SNBAs 217 
\ y Jilihted yrerafes ips 

louree: Jolm Catuiian. Advisory OaSL ^ 

Mttropolltan DlSDarltiss - A Second Beading 
D.C.: the ooaalsslon. JaniMry, 1970 



170 
172 



the Ooaalsslon^ Januafy, 

8URC Policy Institute, 



Ballitioas. 

. Bulletin io. 70-1. Vashlacton. 
A Joint Proieet of tbe ACtR and the 



t 



26 



XABUt II-3 

Xixei M a Pwreontac* of Feraonal Inccae 
for 31 Largest Nitropolitw Areas, I966-I96T 

I 

Loeal Tastes as a Bercentsge of Personal Zneoae 
liBtyopollten Areas Central CltT Ontslde Central Cltr 

lortheast 

VtehlDcton, D. C. 
BalttMore 
Boston 
levark 

Pattersott»CLifton 
Buffalo 
lev York 
Rochester 
FhUadelphia 
Pittsburg 
ProTidenee 
Nidsest 
Chleafo 
Indianapolis 
Detroit 

Nlnnevoilis-St. Psul 
Kansas City 
St. Louis 
Cincinnati 
CleTelaad 
Col\«bus 
Dayton 
MUvaukee 
South 
Niaai 

fiMpa-St. Petershurgh 
Atlanta 
LouisTiUe 
lev Orleans 
DaUM 
Houston 
San Antcoio 

Usst 

Los An<eles*Long Beach 
San Bernardino 
Den Diego 
Sen Fnocisco 
DenTttr 
Portland 
SeattU 

Itotal 

Source: John CaUahan. Advisory CoMisslon on ZntergOfenuMntal Relations. 

Metropolitan Disparities«A Seeond Biadlng. BuUetln lo. 70-1. Vashlngton, 
D.C.: the CoMdsslon, January, I9TO. A Joint Project of the ACnt tnd 
the SOHC PttUcy Institute. 



Central City 


Outside Centn 


1.2% 




9*1 


a«a 


T.2 




8.% 




8.8 


I' 


6.k 


6.2 


T.T 


H 


8.0 


5.6 


6.k 




6.2 




5.8 




5.k 


5.6 


5.9 


3.9 


5.2 


3.9 


5.3 


3.9 


k.9 


^.2 




^.8 


6.3 


3.^ 


T.O 


3.8 


6.3 


3.5 


6.\ 


\.2 




3.9 


6.8 


3.2 


6.% 


3.9 




3.3 


6.T 


I1.6 


5.3 


k,2 


\'X 


2.9 




3.2 


3.T 


2.1 




3.3 




5.3 




1.0 


6.1 


5.5 


6.3 


6.3 


8.2 


8.0 


5.2 


6.x 


T.l 


5.7 


6.5 


5.0 


5 9 


^.2 


3 T 


3.5 


6.1 


U.3 
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TABLE lUk 



Ifon-vhite Fiopulatioa and Mon^ite Sdiool EhroUaent 
For Plfteen Urgeat Cities: 196O - 1965 



Percent Hon-vhite Percent Ion-«bite 

^ Pbpulation of School IVnmUtioii 

^ 1960 ik'i 1960 ^^ggs 

lev York 22% 2f» 

Chicago 2k 28 l»o 52 

Los Angeles 17 21 21 21 

Fbiladeliiiia 27 31 ^7 55 

Detroit 29 * ti3 56 

Balti«,re 35 38 50 S 

Houston 23 23 30 3I1 

Wasbingtoo 55 66 78 S 

St. Louis 29 36 to ^ 

mivaukee 9 U 2 a 

San Francisco I8 20 31 

Boston 10 13 16 26 

DaUas 19 2I 26 27 

lev Orleans 37 55 ^3 



SABLE II-5 



State Aid Per Pl^il by Met'rppolitan Areas, I967 



State 


Total 


CC 


OCC 


Dlff . in 
Favdr OCC 


lev York 


♦^75.20 


I392.90 


1^5.88 


1 92.98 


California 


.271.65 


250.73 


27^.06 


23.33 . 


Texas 


206.21 


183.01 


210.1»8 


Z(M 


Michigan 


263.06 


227.88 


268.I1I 




Mas6^hu5etts 


U8.U1 


223.07 


lHi.93 


-108.lii 
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CHAPTER III 

THE PATTERN OF ALLOCATIOK OF FEDERAL AID TO EDUCATIOI 

Federal aid to education has a historar that dates tram, 
the Horthwest Ordinance of 178$* Even the sodem form of assistance* 
categorical prograas of granta-in-aiCt has a continuous tradition 
stretching back aore than fifty years to the S^th-Hugfaes Vocational 
Educational Assistance Prograa of 191T* A brief overvlev of the 
auOor developnents in federal educational progrsas asor be useful at 
this point* 

During the Depression, federal 7rc4praas to furnish inex> 
pensive milk and school lunches vere begun* The Second World War 
brou^t Ijqpacted mreas aid to school districts called to educate 
influxes of children vhose parents vere attached to silltazy bases 
and other federal facilities. In the 1950*s, spurred by the national 
trauma inflicted by the Soviet launching of Sputnik, federal assis- 
tance grew significantly throu^ the Hational Defense Education Act 
aimed at upgrading progrsas in science, laatheaatics, foreign 
languages, and other critical areas* 

Then in I9S3 Congress passed the Eleaentary and Secondary 
Education Act (ESEA) to serve tvo aabitious and challenging educational 
goal : (1) achieving equality of educational opportunity b> targeting 
funds for the education of children froa lev incooie families and (2) 
raising the quail' >f all education Xxy svgpporting experinentation 
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and innoratioii. In progrtMAtic contmt «nd In leirttl of fUDdln^t 
E8EA represented « quantw Amp in the federal role. 

Throui^out this hx. 7. federal aid baa serred both to 
«eet edueat'onal objeetivea and to aaaiat school diatriets In bearing 
the eoata of the aost ezpansiTe dOMatie gorexuMntal serrlee: 
elementary and secondary education. This chapter concentrates on 
the aeeond of thoae purpoaea, and analysea the ii^aet federal pro- 
graaa ha^e on the financing of public elewntaiy arid aecondary 
education In the Ubited SUtea. 

The Concept of Rqultr and Federal Aid 

In aelectittg the areas of inquiry and the kind of analyaia 
ve would perfon, the philoapilij of the authora haa played an iq>or- 
tant part. We feel it neceaaaxy. theref^, to Bake eacplicit our 
belief that one of the central queationa to be aaked about any 
govemnental aerrlce ia vbether it ia equitably dlatributed. In 
the case of state and local reaourcea for education, ve believe 
the diatrlbution of aervicea ia baaically inequitable. 

The chief reaaon for thia inequity ia that the level of 
escpendlturea for education ia deteralned priaarily by the wealth 
of Bore than 17,000 individual public achool dlatrlcta in the 
nation. Local taanble resources, which provide mart than half 
the revenue for running the public achoola, vary inensely fToB 
district to 'district. For tha children who live in those 
districts the quality of education varies accordingly. State 
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aid lavs, vhich supply an additional k2 percent of school evenues, 
fail to overcome the disparities aaong districts and in aany states 
actually reinforce then. 

That the level of stipport devoted to one's schooling 
should vary markedly depending upon where one happens to live is, 
ve believe, both rationally and ethically questionable. But when 
the variations in school spending are in inverse relationship to 
the incidence of the need for educational services, the inequity 
is compounded. As discussed in the previous chapter, the greatest 
need for educational resources exists where the handicaps to learn- 
ing are greatest, namely among tl: poor, the handicapped, and the 
victims of prejudice and neglect* ^ese groyxpi tend to be concen- 
trated where taxable resources are least available for education, 
notably, highly urbanized areas and particularly the large cities 
of the nation. 

In analyzing the pattern of federal aid to education, 
therefore, ve consider aid to be equitably distributed when it 
tends to offset disparities aaong school districts in regard to 
wealth (income and property valuation), when it provides assistance 
to urbanized areas in proportion to their fiscal disadvantages, 
and when it supplies proportionately more money to districts vlth 
higher numbers of educationally disadvantaged pupils. 

Within that ft'amework our findings indicate that: 

(l) federal aid to education in the aggregate has only 
a slight equalizing tendency at best, and that within 
a number of metropolitan areas it displays distinctly 
disequalizing characteristics; 
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(2) the decree of eqiMllmion, vtaere It does exist. 
Is usuaXly too smU to offsei; pre-erlsting dls' 
Parities anonc school districts, end 

(3) • nui^r of lndiyldii.1 federal vrogrmm operate to 
help the rich districts get richer. 

To be More specific, ve fbund that: 

loo-iictropollten areas, largely rural and amaU 
town in character, tend to receive sore federal 
eld per piq>U than do aetropolitan areas* 

b. Jtolle central cities get aore total federal aid 
than their sUhuits, xhe aaomt of federal aid 
is too smU to offset the suburban advantage 
iJVi^*^ revenues. Suburbs averaged 

1100 aore per pupU In total revenues than ttieir 
cities in four of the five states in xne study* 

c* Vith the exception of SBKA Title I, 

federal prograas frequentZy provide K>re nnds 
to suburban districts than to central 
c±tj districts. Large cities appear to receive 
TT?" prograas su6h as KSKA II, ISSEK 

III, nSA III, and Vocational Bdueation than 
their proportion of the states* viroUaent 
vould suggest* 

d. Districts with lover ineow tend as a general 
rule to get so»ew!iat aore federal aid than 
districts with higher incoM, but there are 
nweroua glaring exceptions. With regard to 
yroperty valuation, federal aid shows no equalise 
ing effect at all* ^ 

e. fkewwh at aor e federal aid goes to districts with 
flj-her proportions of non«vhite students* Sow* 
ever, the aaounts are not in proportion to the 
■atfiitude of the added costs in educating the 
disadvantaged. 

f. INaring the four-year tiae period mder study, 
the iBounts of aid received by local districts 
varied erratically. iOaost half the aetropolitan 
areas in the saag^e reported an actml decrease 
in revenues during the last year of the stu^. 
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g« ESEA I funds appear to 0O largely for ancillary 
prograM and are not utilized to iaprore the 
central portion of the curriculum presented to 
dlsadvantased children* ISie failure to con- 
centrate funds on students aost in need of 
coapensatory education , and the widespread hut 
iHproper use of Title I as general aid fbr 
systes-vide purposes have diluted the effect of 
that prograH* 

h« Ttie aaowts of federal aid are simply too saall 
to be of anything hut Marginal help to financially 
ifflperiled educational systens* In coaparison vith 
total rerenues ttcm all sources vhicb ran fr^m 
$kl3 to $1>00Q pel PDpU in the five states, ve 
found total federal and averaging 
only 132 to per pi^U, or from 3«3 percent 
to 10 percent of average district revenues « 
These aaounts are Inadequate in fkce of 
the ■assive financial protleas facing education. 



Federal Funding for Education - the lational Plcta -e 

Before ve begin our discussion of the fln^jigs In detail, 
let us briefly trace the levels of federal educational funding end their 
, relationship to educational expenditures for the nation is • i4)jle« 
The grovth of federal aid to education over the past thirteen years 
had been both significant and erratic (lM>le III-l).* Over that 
entire period, aid grev nearly six-fold, ftx» Just under $500 Million 
to $2.9 billion. Betveen 1957 and 196k federal funds alMSt doubled, 
niey doubled again in one year, 196^-^, as a result of -the passage 
of ESEA. Hovever, during the last five years this overall grovth 
pattern sloved and, if allovance Is aade for inflation, has actually 
declined in real tems. Furthexaore, a» a proportion of total 
educational revenues, federal aid rose coasistently over a decade to 
a hi^ of 8 percent in I967-68, but has since declined steadily 
to 6.9 percent in 1970-71 (Table 111-2^ 



'Tables In this chapter begin on page 5^. 
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In any case, while the proportion of federml educational 
■iqiport bM not been iapressive* federal aid baa exerted ?rograMatic 
or financial leverage in certain areaa of national policy. In the 
areaa of vocational and a^ctatural education, and nore recently, 
science and language inatruetion, federal funds have had an i^rtant 
iq>act. In soae program areas such as language laboratories, federal 
funding constitutes the preponderant proportion of support. In short, 
federal aid to education provides a saall but ia|>ortant proportion of 
total educational esq^enditures* 

Federal Aid Distribution 

An understanding of the levels of feder^ educational funding 
provides an orientation to an analysis of the iapact of federal aid to 
education. Our concern, bovever, is vith federal funds as they 
actually reach school districts. It is only there that the real 
i^act of aid program can be felt. Ideally, ve would have liked to 
have reported finances by individual sdiools, but such data are 
currently unavailable. The statistics that follov, therefore, 
have been asseobled f^ official reports of local districts to 
their state education departaenta. As a result, figures for tbf» 
states of our saayles (for exanple, the proportion of federal 
aid to total revenues) asy differ soaevhat froa the aaounts of 
federal aid reported for states as a whole by state education 
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depttrtaents. For one thingy certain direct state ei^eiidltiiree vlll 
elude ue. For anotbery aaall federal prograae or tboee atelniatexvd 
hf Bultl-dlstrict atttborltlea MQr «o vnreported tgr ladivldiial sebool 
dlatrlcta while state officials are able to report the state's total 
allotamt. let on balance, the aoat laportant eoosideration was to 
report finances as close aa possible to the point vhert tbcT are 
tranaforaed into real educational resourcea (servioea, equlpaent, 
and facllitiea)« a procedure that ve have adaptad from the z«cent 
innovation in data collection, the Eleaentazy and Seoondazy General 
Infoiaatioo Bmwtj of the United Statea Office of Bducation (OBQB). 

A. Rural and Netropolitan 

One of the aost conalstent pattens of lipact that eatripM 
frca our data is that acbool districts in non- ae tropolitan areas, 
largely rural and saall toim in aiaracter, ^et aore fedtral aid per 
piq^l than do attrppolitao areas (Table III-3). In CaUfomia,. 
Vaxaa, and Nlchiean, non-aetropolitan areaa receive an average ^ 
percent aort aid per n±l than do the aetropolitan areas. Ihe 
greater iivortance of federal aid in the rural areaa is underscored 
tor the fhct that auch aid provldea a consistently larfer propo^ 
tion of edncatiaaal revenues there than it does in aetropolitan 
school districts, lev Xotk State coaes as an eaceeption to theae 
findings because of the tnuae l^act of lev Yoft City with its 
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high concentrations of flodUes receiring velfare plants (APDC) 
and thus qualifying for large aaovnts of ESEA Title I funds 

B« Central City and Suhux1>sn 

EsMination of aid distribution vithln Metropolitan areas — 
between central cities on the one hand and their stiburbs on the other — 
reveals that while core cities receive aore aid than their suburbs, 
the ammts of federal aid are insufficient to orercoMe the suburban 
advantages in locally raised revenues and state aid. With the ex- 
ception of Michigan where there is a SMll ($17«00) revenue edge 
favoring central cities, suburbs have an average of $100 ivre to spend 
per piq)il than do the central cities (tttble III-2i). 

In Massachusetts, for exaaple, central cities receive 
alaost twice the dollar amount of federal aid per pvqpil as the suburbs 
(♦69 and $38), and federal aid represents 10.2 percent of all central 
city revenues collared to ]|.6 percent in su(burt>s. Despite this im- 
portant difference, suburban school districts in that state still 
receive 13 percent {$10k) more from all sources than do central city 
districts. This pattern is repeated in lew York and Michigan. Hhus, 
while central cities in three of the five states receive aore federal 
aid both absoluteOy and proportionateOy than do their suburbs — and 
essentially the uwme awunts in the reaaining two states — the general 
picture is one in which federal aid has failed to close the wide ga^ 
in revenues available to education between cities and their suburbs. 

•in deten^ning the aaount of Title I aid a district is 
eUgible to receive, the aajor criterion used is the ntflA>er of children 
whose parents receive Aid to FaaiUes with Dependent Children (AFDC). 
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illthin the states, TexaM sad lev York are relatively 
high In the aMints of ESEA Title I received (|18«25 and $16.27) 
i#hlle the other three states received between $10 and $12. 

When the distribution of ESEA I vlthln Metropolitan areas 
Is exaainea the central cities unlforalj do veil In relation to their 
surrouidlns cownitles. The only aajor exceptions are Houston, Dallas 
and AnahelB, uhlcn receive sUghtly less aoney per student In ESEA I 
than do the outside dty areas. 

D. Other Major Federal PrograM 

While the fomOa for the allocation of Title I ftmds works 
toward equity for central cities within SMSAs, the pattern of distri- 
bution of other federal education progrsM does not. The point Is 
Illustrated by the foUowing exa^le and by a survey of the 50 largest 
cities In the nation. 

Kow a very wealthy suburb can gamer substantially more federal 
aid than a neighboring deteriorating central city be seen in the 
case of Schenectady and Visksyuna, Rew Yorit (Tables III-5 and III-6). 
8dienectady» a central city whose depressed financial situation can be 
seen aost readily in the fact that it qualifies for three tlaes aore 
Title I aid per pupil than liskaytma, received only $6o per pi^ll tnm 
all federal prograas. liskayiaa, probably the wealthiest sUbuib in 
the area, is «ble to take advantage of a sufficient rane^ of federal 
prograM to receive $6V per pupil, or lliO percent the aaount of its 
proportionately poorer neighbor. State aid acts to reinforce the 
disparity. With a deterioratii^ fiscal situation and a school pop- 
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ulatlon vith proportlonatelr three tlaee the nuaber of disadvantaged 
piqplls a» Its neighbor, the central city receives $100 less per pupil 
for education* 

A study hf the USOE exaained entitleaents under five federal 
prograas to compare the share of state allocations going to large cities 
vitb the share of the state's student population in those cities « 8x- 
cept for Title I of EBKA* the study found that large cities vere receiving 
less .aid than their proportionate share of the state's population vould 
ii^ly* In other words, not only vere federal aid prograaa not coapensating 
fbr the special fiscal probleBs of cities discussed in Chi^er II; federal 
aid prograaa vere not even giving cities their p r op ortionate share 
(Table III-7)» In the ^ largest ciUea in the nation, vith 21«3 percent, 
of the pupil enrollment in their coabined 28 states and 26«U percent of 
the disadvantaged by Title I count, their receij^s by prograa vere 
1^.9 percent of Vocational Education funds, l5«2 percent of IDEA Title III 
(instructional equipaent), 18«1 percent of E8EA II (textboolM and libraxy 
resources), and 20*$ percent of ESfik Title III (svqppleaental services 
and centers)* Only under ESEA I did the 30 cities receive fteda equal 
to their percentage of state's student population. 

The 25 largest cities of the nation received $280 alllion 
fbr the 6 aajor education prograas* Mth 12 percent of the enroUaents 
in their states, this represented ik.J percent of the state's federal 
aid, but only 10»k percent of aid other than Title I« 

y»deral Md and the Capacity to Bupport Education 

This aeetioo vlll esaalna tha ralatioaship of federal 
aid to acae indicators of district capacity to support education] 
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■edian tamlly Ineone. state equalized property yaluation, state 
aidt and total revenues fbr education, 

A. Federal Aid and Median AwlOy Inecae 

Let us look first at the relationship of federal aid to 
average ineow aK>ng school districts within each of the five 
states. Vhen si^le correlation coefficients are cca^uted, ve 
find an inverse relaticmshlp (si^ified by the negative values in 



Correlations of Revenue from Major Federal 
Programs irith Median FamUy Inccae 
in Districts of Metropolitan Areas 

California lav York Ttexas Michigan Massachusetts 

-•27 -.31 -.67 -.17 -.30 



the table) in every state in the samples indicating that vhere incoM 
is lower, federal aid is hi^er. A perfectly inverse relationship 
T»uld have a -1.00 coefficient, so it is clear that only in T^as 
(-.67) is the relationship a particularly strong one. 

We have looked aore intensively into the incoae -aid rela- 
tionship in the largest aetropolitan area of each of the fivn states. 
As TaUe III- 8 shovs, in aU states except Massachusetts the 
wealthiest suburban districts received the least federal aid per 
ptq>il and the poorest districts got theaost vhen central cities 
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vere not eonsidered* Hovevert if ve look for a consistently equalizing 
effect the results are disappointing. In Houston and Detroit, tor 
example, districts with aoderately high fudl^ incoaes get sore 
federal aid than districts with aoderately low incoae. 

Even irtiere the pattern is an equalizing one, it is tre^ 
quently very aild in its effects. In the Boston aetropolitan area, 
for instance, the wealthiest districts receive $29«00 In federal 
aid per pupil vhlle the poorest receive |33«00, a difference of 
only $U«00 despite a nearly 30 percent differential In their average 
Incone levels* 

Glaring examples of disequalization are found In each of 
the large metropolitan areas. Beverly Hills, the richest district 
In the Los Angeles area with a 1960 median fsmlly InccM of Just 
under |12,000, received |t7«00 per pupil In federal aid. The 
Hudson district, vith about |6, 700 In aedian family lncoae,received 
only $lU.OO. In Massachusetts, Qolncy (average Incone |6,600}, 
which qualifies for large amounts of lapacted Areas (VL 67U) aid, 
received |123.00 per pi^il in federal aoney whereas 8al», with 
average Income of under $6,000, received only $^ 00 and MtldMi, 
with average incoae of |6,200» received only $l8«00 in federal aid. 
In each of the cases mentioned above, the richer districts spend 
twice as much mcmey trcm all sources per pupU than do the poorer 
districts. 

Core cities received more federal aid than any other 
districts in three of the states , more than their low incoae 
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positions alone vould suisgest. mis phmoaenon is prolwbly the 
result of the high proportion of welfare (AFIX;) ftellies residing 
In central cities. Yet even in those states vfaere a relatively 
high SMOunt of federal aid goes to the cities* the aaount those 
cities spend per pupil team all revenue sources is consistently 
nmang the very lowest of the districts within the aetropolitsa area. 

When individual federal aid progr«s» are exBalned, even 
the mild overall equalisation effect disappears except fbr Title I 
of ESEA. Takliig one rsndoa district tram each*of the categories 
of median f sally ineoae in the Hew York metropolitan area, we 
find that the pattern of distribution of indlTidual progz^ns 
defies simple explanation (TMble III-9 )• 

Without KSBA I, totals of federal aid display an es- 
sentially disequalizlng tendency, with the exception of BeUport, 
richer districts get more money thsn do poorer ones. Individually » 
ESEA II and Lunch and Milk money are fairly evenly distributed 
among districts. Other programs have no ascertainable relation- 
ship to median family income. 

B. Federal Aid and the Property Ttx Base 

The concept of equalisation has traditionally been linked 
to the sise of the real property tax base of school districts. The 
uneven location of real property has long been seen as a major cause 
of inequality in the educatioral opportunities provided in different 



42 



eoMnmltles* To overeoae tlitse ditp«ritles» •qutllMtlon ftonnlM 
fbr the distrllmtlon of it«te educitlonal aid typically allocate 
tmdM • to soae sraatar or lasser degraa t In inTtraa proportion to 
the level of property value per p«qpil« Aid cellln<4, floors » and 
sharing ratios » bovsTBrt often serve to defsat tbe nosiinal purposes 
of such prograas. In addltlont eblle property talue aay serve as 
a realistic yardstick of ccBvaratlTe fiscal ability aaoog tlM 
relatively ccmparal>1e school districts of the suburban and rural 
areas, rtudants of public finance question its usefulness In 
measuring the entirely different fiscal position of large cities 
and hlgblT uzbaniaed areas. There* as ve shoved In Chivter II» 
the greater service needs of an ui^ban populatl«i place a ftur higher 
doBUid i^n the prop* tax base than Is the ease in less densely 
populated areas* Proportionatelj Less loeallj raised revenue can, 
therefore » be devoted to education . i the large cities than in the 
sii^urban and rural areas on an equa3 aaount of tsxiAile property* 



Correlations of KevMxue Nsjor Federal 
FrogrsMs with state Iv^alised Property 
Valuation in Districts of Netropor itan Areas 

Califoamia ley York SSEfil IttchiaMi Msssachttsetts 

-.le -*03 -*21 .22 -.Ifc 
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Given the shorteoalng of Ysluation u a imlvenal neasure 
of eapaeityy it is still interesting to note whether federal aid 
offsets district property tax base disparities. OSie siivle answer 
is that it does not. Correlation coefficients displagr no si^iif* 
icaat relationships. While four out of the five states do sbov 
an inverse relationship (federal aid is higher where valuation is 
lover) the values are so low as to be aeaningless. In one state 
the relationship is even reversed: in Michigan, as we saw, aore 
federal aid goes to districts that are richer. 

In the five aajor Mtropolitan areas, federal aid has at 
best a neutral and at worst a disequaUslng li^aet. Leaving central 
cities aside, in aaoy instances the weathler districts do better 
thA4 other categories of suburban districts in garnering federal 
aid. In the Kew York, Houston, Detroit, and Boston areas «or« aid 
goes to the wealthiest category than to the poorest, and ^3 the 
■etropolltan areas of Hew York and Detroit, the richest ^wn^) of 
districts outside the core cities receives worm aid than any other 
categozy (OMde 111*10 ). 

C. Federal Aid and State and Local Revenues 

The relatiobjihlp between federal and state aid is of 
great interest. Bom observers have viewed federal aid as co^e- 
■entaiy to state aid, others as a asasure to offket and redirect 
state priorities and patterns. Our results provide UtUe sivport 
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for either rleir ; correlation coefficients itaoved rlrtually a randoa 
relationship except in Vexas irhere there vm a Blight (.29) cor- 
relation vlth state aia pattexns* 



Correlations of Federal Berenue vlth State Aid to 
School Districts in Metropolitan Areas 

California Hev York Texas Michigan Massachusetts 

•07 -.16 «29 -«06 .06 



She effect of federal aid when ooipared to local revenue 
is sowhat similar* Althou^ the correlations are all negative* 
the degree of correlation is of an Inconsequential order in all states 
except Texas » thus indicating that federal aid assists dis- 
tricts vith less rcTenue for education as aueh as districts vlth 
greater finds for their schools* 

ffederal Aid and Hon-Whlte ftir611«ent 

One aeasxire of a district's educational resources is, as 
discussed in Chapter II, the proportion of educationally disadrantsged 
students in the schools of the sjrstes* As a praqr for such data» 
ve hare takso the district's proportion of non-irhite students* Ve 
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find that the tlcv of fedeMl aid is eignificaatly related to the 
proportion of non-white (prinarUy black, Puerto Biean» and Chicane) 
students in a school district. This relationship emerges from the coi 
relation coefficients, ^ch shov a consistent positiTe relationship. 
The higher the proportion of non-vhite students, the aore f^ral 
aid a district tends to receire. whUe tlie strength of the correla- 
tion is only of Moderate power, coUectively they are the strongest 
relationships that emerged from the variables tested* 



Correlation of Revenue trcm Major ?*deral 
Ftograas with Proportion of Hoo-Tihite 
Students in Metropolitan School Districts 

California lev York T««as Michigan Massachusetts 

.33 .31 .21 .3k .k3 



To illustrate the pheufMienon in more detaU, we have com- 
)ared the districts in the Hew York metropolitac area that have more 
than 15 percent non-white school populations with the average of 
their income quartUes. With the exception of one rather high income 
district in which rapid black iMigration has been a very recent 
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characteristic, districts v1 th large Mack pizpU proportions receive 
tvt Bore federal aid than dc other districts of c(»parable incoM. 
Title I of K8BA is the priaary source of these hisher reraiues (l«hle Ill- 
Offsetting the higher costs of education for the 
disadTaataged is an laportant fbn of equaliaation. Since non-irtilte 
populations tend to have a significaatly hl||wr proportion of educa- 
tionally disadmitaged pi^ila, this pattern of greater wounts of 
federal aid .notibly Title I aid , to distiricts vlth larger non-vhite 
populations constitutes a distinct equalising effect. Ikifbrtimately, 
the aaounts of added aid. routfiljr averaging |20 to |30 aore per pi^il, 
can hare r^ativi^ lltUe ii^act in co^parlaon irith the ivMnse costs 
involved in effective education for the disadvantaged. 

The TrmA in yaderal Aid 

One iq^ortant factor in understanding the lapact of rev^ue 
is the pattern of aid over tine and its effects on educational policy* 
Vhen school districts are confident of steadily rising aacnints of aid. 
those aid prograns are likely to heeoae an integral part of the total 
educational ]>Ianning of adninistrators and s^ool board MsOwrs. Hov^ 
ever, vhere aid varies aarkedly from year to year, educational planners 
are handicapped by uncertainty as they develop next yearns aeadsaic 
prograa. contract tor faeilitlea and etulpasnt. and hire additional 
staff. 

During the years covered hy onr study* federal aid readiing 
school districts has diffte>ed nroa year to year and has followid no 
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discernible pattern, while cOl the states snd netropolitan areas 
in the sample show increased per piq)il aid for the four-year period, 
in the last year of the period alsost half the districts in aetro- 
politan areas reported an actual decrease in per piqpil amounts of 
aid. An adilitional foiurth of the areas flAlutained the saae level 
of aid, and only the reMlnlng 30 percent shoved an increase. Yearly 
reTcni^s reported by the aajor cities in Hew York State illustrate 
the phenoMenon (Table III.12). 
Probleas of ProgrsM A<t«4«4«tration 

To this point ve have confined our discussion to an analysis 
of the patterns of allocation of federal aid to education. Subsequent 
reports, sone alnady in preparation, will exaaine the deciJlQn^.«wkln|r 
processes on federal aid to education in school districts. In state 
education departaents, and in federal educational agencies. In this 
report, however, we think it aay be useful to sake at least cursory 
■ention of soae of the outstanding pr6bleBS of program adalnlstration 
that weaken the l^act of programs of federal aid to education. 

The op«.*ration of Title I is of particular interest because 
its funds are allocated on the basis of a poverty formula, thus pro- 
viding substantial assistance to central cities and other cosmmities 
with greater than average need for educational resources. The effect 
ot the leveling of the rate of growth of federal educational aid is 
seen in its effect <m Title I. in the 1968-69 school year, •'cutbacks 
of 168 million co^ined with the growing costs of education resulted 
in lUOO mllUon less for disadvantaged ptq>ils in the local schools 
this year than was available in the first year of the program,** 
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according to the Fourth Anntial Report of the Viitlonal Advisory 
Coadsslon on the Education of Disadvantaged Children. In addition* 
the growth In the ntHiber of eligible pupils has aade for a sharp 
decline in funda available for each Title I participant — both 
because of changes In the federal eligibility fonaulaa and because 
■any cities have eigperlenced a mrked Increaae in the ntaber of 
pupils froB faallies receirlng AFDC pajaents (vhich increases the 
nuil>er of Title I eliglbles ) • TestlBOoy presented before the House 
Education and Labor Co«ilttee shoved that in lev Tork State, Title I 
funds per poverty eligible piqpil had declined to little nore than 
half, from ^365»6k to $200.10 in the first four yeara of TlUe I 
operation (Ttf>^ ni*13). 

Dilution of the tendency of aid to overcoM educational dis- 
advantage has occurred not only because of total funding levels but 
also because of adalniatrative procedures of aaoy state and local 
education agencies. Since the' poverty factors vhich are employed 
to allocate funds to the county and district levels are not used in 
detexvlning the particular children vho vill benefl*: froB Title I 
prograas (poor educational perforaance Is the crlteila), school 
officials have considerable leeviqr in detendning the particular 
beneficiaries of federal fimds* By falling to concentrate funds to 
provide total educational effort directed toward students aost in 
need of eoapensatoxy education, aany school systems have spread 
Title I allocation thlnV In order to Include aa aany students as 
possible* The result Is a superficial veneer of fragiKnted prograas 
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of new equipment rather than an integrated, high iapact intervention 
to achieve major educational change. In statistical terms this 
may be seen in the average national ejqtenditure for each ptvil 
participating in a Title I program last yeari $95.00. With average 
per ptxpil expenditure from all sources running ftt Just under $700 
per pupil nationally at the same tl»e, this level of Title I spending 
is highly unlikely to achieve marked change in the quality of 
education afforded the educationally disadvantaged. 

There are other reasons irtiy Title I of ESEA has failed to 
bring the degree of aid for urban education problems that was 
originally expected. Because of the uncertainty and late avail- 
ability of funds^ a circumstance which has prevented educators from 
being able to plan for Title I as they develop their program months 
in advance of the start of the school year,* ESEA money has largely 
gone for a variety of special ancillazy programs and has not been 
utilized to txpffbade the central portion of the educational cux^ 
riciaum presented to disadvantaged children. Thus while Title I 
funds have been of ijvK>rtaDce to central city school districts and 
have helped to offset the lid)alance of financing described in 
earlier sections of this paper, the effect has not been even as 
helpful as the gross figures might suggest. 

In December of 19S9 a report hy the Iteshington Research 
Project titled Title I of ESEA Is It Hefilto Poor Children stirred 



*For a full discussion of many of these problems, see 
Stephen K. Bailey and Edith K. Kosher S8EA1 The Office of Education 
Admlnlfteri a Law, asrracuae University Press, 1969, Cheers IV and V. 
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vide interest. The report docisented a series of Instances in vhldi 
Title I tmda were being used for purposes other thsn assisting dls> 
sdTsnta^ed children* The report Included the foUoving conclusions: 
*Ve found that althou^ Title I is not general aid to education but 
categorical aid for children f^itsi poor foallies who hare educational 
handicaps, funds appropriated wder the Act are being used for 
general school purposes; to initiate qrsteft^de progrsMS^ to bugr 
books and siqiplles for all school children in the sjrstea; to pagr 
general oYeihead and operating expenses; to aeet nev teacher con- 
tracts which call for higher salaries; to purchase aU-purpose school 
facilities; and to equip superintendents* offices vlth paneling* 
vall-to-vall carpeting and color telerlsions. 

**Thou^ Title I funds are suppleaental to regular noney, 
there are numerous cases where regular dassrocM teachers, teacher 
aides, librarians, and janitors are paid solely trcm Title I f^ds 

**Title I funds are no% to stqcrplant other Federal progrsn 
ftmda. But the extent to vhleh Title I funda have been used to 
fieed educationally deprlTed children, to purchase library facilities 
and books, to provide Tocstional education for disadTintaged students 
raises serious questions as to whether Title I funds are being 
used to stq^ant latlonal School Lineh, Child Vutrltlon Act, Title 
II B3EA and Vocational Education Act ftmds. 

**Tltle I funds are not for the benefit of non^verty 
children, yet teaching personnel, equipment, supplies, and aaterials 
purchased with this aoney are found in so«e of the aost affluent 
schools where not a single educationally disadvantaged d&ild is 
enrolled* 
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**And Title I funds are not to equalize raciaUy segre^ 
fated seliools. Yet aaaor Southern acbool ajratcM which have stead- 
fastly refused to eomsXy vith the Constitutional Mudate to 
desegregate use Title I finds to aake black schools equal to their 
vhite counterparts. These fttids are soMtiaes uMdto actually 
frustrate desegregation providing hlaek chUdrcn benefits such 
as tms food» aedical care» shoes sod clothes that are available 
to thcB only so long as th^ rcMin in an aU-black school*'*^ 

Shortly after the poihlication of the report* rrrli 
sioner Jaaes B. Allen appointed an IntragovemKntal Tksk ftorce to 
iaprove the Auctioning of Title I« Aaong the early products of 
the Task Jtorce vas the "co^wrabUity requlreacnt*** issued in the 
suMer of 1970, it requires school districts to downstrate that 
TiUe I schools are the equal of non-TitXe I schools in teacher v^il 
ratios and instructional escpenditures without and before the expend- 
iture of Title I funds. WiUe the effects of sueh a requircMnt would 
be 1— ens e, probleas of iapleaenting it are also great. At present 
it is far Uy> early to judge its effectiveness. 



A report by the Vashington Besearch Project of the Southern 
Center for studies in Public Policy and the lAACP Legal Defense end 
Educational PUnd, Inc., ntle 1 of PIA Is It Helping Poor Chii^T 
Deceiver, 1969» pp. 57» 58. 
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Oonclmion 

This diapter bw exaKtned the pattern of alXocatloa of 
federal aid to education. Ibe atoxy in general Is groasly 
disappointing. Rural areas recelTe far w>re aid proportionately 
than netropolitan areas, even aore than (^entral citie.^« Nsoy 
indlTidual aid p rogr aaa give nore help to rich districts than thej 
do to poorer ones* Fund flovs over tiae are so uneien, both vltbin 
fiscal years and froM year to year, that harried school planners 
often end up shuitlng federal aid Amds to the least pressing, 
least laportant of their acadaslc priorities. And problcas of 
progrsn atelnistration flirtber dilute the effect of federal dollars* 
Host notable of all, the aagnitudes of aid an so saall — averaging 
from $22 to $50 per pupil in the five states of the sanple and fttm 
3*3 percent to 10 percent of total revenues per pupil (Uble Ill-lii) • 
that they nust be found venting vhen cospared vith the enoxwous tasks 
faced by, and inadequate aon^ availiible fbr, public education, 
lhat central cities — vith their social, econmlc, and fiscal problei 
should be averaging si^iificantly and consistently less in per pupil 
revenues than their less threatened suburbs is no less than a 
national dUgrace (Sible III-U). 

There are a few glianers of light* Overall federal aid 
provides proportionately ac^re aid to the fiscally threatened 



53 



core cities than to their More favored enTiroos, 
Federal aid tends to go in greater proportions to districts with 
lower than averegc incomes and bilker than average proportions 
of non-vhite students. These tendencies tovard equity, bovever» 
are far too little to overcodse the basic saXdistrlbution of edu-* 
cational finances in this nation. 

It My he well, in conclusion, to reaind ourselves of what 
that maldistribution i^>Ues, for statistical correlations and 
dollar aMHints have a viy of hiding as auch as they convey. Ihe 
real impact of inadequate and discriminatory funding levels is evi- 
denced in high dropout rates, student performance belov grade level, 
difficulties In attracting and holding quaUfled teachers, and over- 
crowded classes held in aged and dilapidated sdhool buildings, the 
costs of these conditions itre varied and ImMenae. They are reflected 
in hl^er welfare, lav enforcement, «nd Job training es^enses of the 
cities, in the flij^it of the middle class to the suburbs, and in the 
huMn tragedy and property destruction of urban unrest. 

Remedying the problems on the educational^ agenda will not 
be easy. It wlU require the develqpMnt and inplementation of new 
qnproaehes and special programs. Betralned and better trained teachers 
will be needed, few class configurations ud clinical techniques 
may also be called for. A variety of strategies will be e^>loyed but 
one factor will be common to all: they will be costly. Until the 
federal government assumes the responsibility for providing an ade- 
quate and equltia>le pattern of aid to education, the crisis in American 
education will continue. 
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RmniM Kectlwd trem F«d*r«l, 8t«te, LoeaL SourcM 
fbr Public tlH M n t«y and Stoondavy MiooU 
(by p«rontaft) 



School Year Sourc— 

1957-58 

1959-^ k.k 

19^-62 k 1 

1963-6^ : i\i 

1965-« 7 9 

196«7 7.9 

1967^8 is 

1968^ 7 3 

1969- 70 7.2 

1970- 71 6.9 



St«t« 

Sourc— 



39.iiy 

39.1 
38.7 
39.3 
39.1 
39*1 
39.3 
to.7 
kO.9 
kl.l 



local 

flom'e— 



56.6} 

56.5 

56.:) 

56.li 

53.0 

53.0 

52.7 

52.0 

51.8 

52.0 



Sojtfce: Co«Bltt«e on Xdueatioiml Pintqca, UtiOMl Uuc^tioii AasodatloD 
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TABLE 111*3 



Revenue Sources by Netropolitea 
and loo-aetropolitan Areas, I967 



State 



Federal Total 
Aid Revenue 



State Tbtal 
Aid Revenue 



Sot 

Local Total 
Aid Revenue 



Total 
Revenue 



California 

Metro 
los-^ietro 

lev Yorii 
lietro 
tfOD-iwtro 

T^xaa 
Metro 
lon-aetro 

Michigan 
Metro 
Hon-aetro 

Massachusetts 

Metro 
<2on«aetro 



♦37 

5k 

35 
31 

k2 
63 

18 
30 

39 

n#a* 



5.1* 

SA 

3.U 
3.U 

8.8 
U.8 

5^9 
n#a* 



♦272 37.31 

237 37.0 

m kl.3 

5U2 58.7 

207 k3.k 
46.7 

26U 39.6 

305 U8.5 

126 19.0 

n.a* n.a# 



$li20 57.5* $730 
350 5^.6 6kl 



50U I19.3 

350 37.9 

228 1»7.8 

222 UI.5 

385 57.7 

29k k6.l 

U98 75.1 

n.a. n*a# 



1023 
923 

kll 
535 

667 
629 

.^3 
n.a. 
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Federal Aid and Total Revenue 
^ Central City, Outside Central City, and Ibn^tropolitan Areas, I967 



S£fi££ Aid Rewiue Aid 

California 

Central Ci^ $39 5 

Outside Central City Uo 817 Ij.a 

Non-Metro 5I1 

Hew York 

Central Ci^ SB 876 7,7 

Outside Central City 31 1037 3«0 

H(^«llstro 3x J ^ 

Texas 

Central City 38 ^79 7.9 

Outside Central City 36 435 j^)^ 

Jon-Hetro 63 535 ^ 

Nlehigan 

Central Ci^ 39 533 ^ g 

Outside Central City I7 '666 2,5 

Hoo-Metio 30 529 k.B 
Massachusetts 

Central dty 69 675 10.2 

Outside Central City 38 -779 ^,5 

Son-Net ro n^- ^ ^ ^ ^ 

«»a. n«a* n*a» 
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TABU 

SuMrjr of Rerenut Sources for BdieneeMKx and Ilikajuna, lev Torki 1967 



Aid 

BiroU- Oth^r Am AU St«t« ToU 
tut MIA I ytd* Aid> Sourcei Aid Bgfgn 

Scheneetadx 12,>»0O $ 28 $ 32 $ $ k^k $ IO6 



TABU 

Federal Rerenue ?rowP^^ for ScbweetedT ttd RltlLeyunav lev York, 1967 

Scheneotedar IlakagruM 
Federal Progrea Aaount Per PupU Aaouat Pto* Pupil 



ESXA I 


$ 3^8,800 


♦ 27.9>* 


> 26,300 


♦ 5.58 


SBA II 




1.95 


35,100 


7.U8 


ESSA III 






13^,500 


28.57 


Tbtal BIA 


373.200 


29.90 


195,900 


^.61 


ITBA in 


i$*too 


1.57 


a,700 


^.60 


IDBA V-A 


5.500 


O.hk 


5.200 


1.10 


Vocatlooel tl. 


50,800 




26,900 


5.71 


public Uv Sfk 


1^3.300 


llM 


103,100 


a.89 


School MlllL A 








5.96 


LuDcb 


27.500 


2.2n 


28,100 


Otber Federal 


129.100 


10.3^ 


16,005 


3.to 


Ibtal Federal 


7^.000 


60.01 


396,905 


81».30 



Source : The vfliveraitgr of the State of lev Yoric. Ibe State Iducation Departamt 
Bureau of Iducational Research. Albaoj, lav Torit. 
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TABU zn-7 

OMitrttl City ProvortloM of ftato** VMUnl Aid 
•OA aurollMBt for 2$ Ur«Mt CltlM, 196T* 













City 












portJMi of 


poitlos of 


Manl 
AU 




■nt 


MM T 






9%mU*9 Vai- 


dtU* 




WBtA Z 


«nlM4 

(lOM Titla I) 


«nl AU 

(6 mltf M»M 


iim 


CftlifonU 














Los im§am 

8«K 01«fo 

Colorado 


U.6I 
2.6 


20.ti| 
3.1 


20.0f 
3.0 


6.7* 

1.0 

0.6 


U.TJI 
2.3 
1.7 


♦22,909 

*.m 

3,235 


Vmmr 
Otociio 


i9.k 


29.1 


26.0 


15.1 


16.5 


5.0T9 


AtlMtO 

lUlnolo 


10.5 


6.9 


5.7 


6.7 


T.0 


*.375 


1^1 nan- 
Lottlolaoa 


26.5 


50.9 


53.9 


2*.l 


*0.2 


3*.763 


■«v OrlMo« 


13.0 


U.7 


15.0 


15.2 


15.1 


6,n5 


Baltima 

IteOMChUMttO 


21.3 


50.6 


*9.7 


a.6 


3B.3 


9.357 


Bottcn 

«Gkl«MI 


6.7 


26.1 


2^.6 


*.5 


M 


*,92e 


Ooiroit 
mmiMote 


U.6 


33.3 


35.0 


17.3 


16.5 


I6,2n 


Minn— pfti It 
matourl 


6.5 


12.6 


U«2 


U.0 


UJL 


*a75 


8t. Louis 
■«v York 


13.9 


26.9 


19.* 


12.1 


16.1 


t.Q96 


■•v York 
•itffklo 
Cblo 


33.3 
2.» 


63.6 


61.* 
*.3 


23.2 
2.6 


1i 


62,932 
6.5*3 


CI«?«UbA 

ClaeiflBi.tl 
Nonqrlwila 


6.2 
3.6 


U.3 
6.5 


U.7 
6.6 


6.6 
*.6 


10.3 


7»aL6 

*.tro 


mudoifku 


J2.7 
7.6 


29.^ 
6.9 


2*.6 
6.6 


17.6 
12.1 


a.5 

9.1 


19,151 
i43* 


MwHiio 


U.7 


9.3 


9.3 


5.2 


T.6 


3,ftU 


■ovstoi 


10.9 


5.2 


5.1 


*.2 


*.T 


6,166 


tallM 
Sao Antooio 
Waihlngtoo 


5.9 
5.3 


3.6 
^.^ 


3.7 
*.3 


2.* 
5.6 


3.1 
*.9 


*,035 
6,*63 


Sosttlo 
Vloeoula 


13.5 


15.7 


U.6 


13.5 


13.9 


*,*66 


MUvMiteo 


13.3 


16.^ 


17.8 


13.2 


15.* 


*,T«5 


Artrtfo 


12.0 


16.7 


16.* 


10.* 


X*.7'' 





*&celiiUas Matrlet of OUiiibU 
•nm I, u, ni, KM in, VmUoul lte«tion. IL 6T* 
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TABU in*u 

Olttrieto with «t Uaat 15% SottHildte StiilMto 
9f Ztteoat QosriilM 



iw RodMlU (18131) 16 

ftf«Wrt ($T;91$) it ^ 

Nt« V«raoa (16,673) 39 66 

CoyiaciM (|6,)ii9) 27 33 



» 31 



32 
32 
32 
32 



BtUport ($6,237) I6 73 46 

CtDtral City 

■«r toili City (16,091) ko 78 n.A 
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APFSnXIX A 

A 90TE 01 THE ZHFOBNATICHr GAP IH EDUCmOVAL mAVGS 

Chi^pter I noted critical a«p« In InfoxMtion necosswy Ibr 
the fomulation of educational finance policy . On sone of the Tltal 
questions tmderlylng federal educational policsTt e.g., tha leval of 
expenditures of Individual schools, covparative data of even 
relisbility slaply do not exist. But, in regard to sost of vhat va 
need to know, the reason for the *'iinavallshility*' of important inlbr- 
■ation aaar he traced to tvo prohleas. First, data reaain scattered 
aaong and vithin aajor federal agencies like ttiited 8tates Office of 
Education (USOS), the Office of Icononlc Opportunlt/ (OIO), the Adri- 
sorr CoMlssion on Intergovemaental Realtiona (AdR), and the 
Census Bureau, as veil as saong state and local education sgsncies 
and the lational Education Association. With current staffing patterns, 
UBQE cannot assoable end Integrate aaterlals ttm these Tsrled sources. 

lb Illustrate: QBC> has detailed infoxaatlon on Headstart 
ezpAdltures, USOS does not; Census end ACIR have valusble Inlbra^ 
tion on aspects of state and local finances releruit to the need and 
capaeitx fbr educational siqyport, U30S does not utllite it. Aggre- 
gate data CO federal expenditures for the nation and for states as 
a whole are available. But thcj are not avallaihle, either hj separate 
titles or in total, on a dlstrict-fay-dlstrlct basis, to say nothing 
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Of separate schools within districts or of Individual students. Yet 
to study the lapact of federal aid to education, the researcher or 
policy maker must have figures more detailed than 8tate«-vide infor- 
mation. At present, he must deeply involve himself In the uneven 
and inconsistent record-keeping systess of the states themselVLs 
to obtain these data. 

A second msjoir reason for the absence of useful infoxma- 
tion is the lack of appropriate conceptual framevorks for cxMining 
questions of educational finance, nie concept "federal aid to educa- 
tion" is currently interpreted by the Hational Center for Sducational 
Statistics (USQE's aajor educatlcmal statistical bureau) to mean 
essentially "programs administered by ISQE.** Educational policy 
makers, therefore, often receive only the most gross of financial 
information related to programs like the Heigbborhood Youth Corps, 
Operation Headatart, the Job CorpSf and Msnpover DerelojAent and 
Training. 

Another problem of conceptualisation relates to the pen- 
chant of schoolmen for isolating educational matters frcn all other 
areas of governance. In the world of the policy maker, however, 
education is but one of an infinite nuinber of claimants for public 
support, and but one of a varied of services aimed at improving 
the q;uality of American life. Education, therefore, mast be seen 
in relation to other factors for effective policy making. For 
eocaople, financial need for state and federal all in scliool districts 
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is **<«lAted to t^ t9t$X jMickcge of serrices receiving support froM 
local t«xe»; yet, collectors of educatiooal data regularlj ignore 
questions ot aunicipal overburden. 

The metropolitan context of the market tor educational 
services is videly recognised tqr social scientists and adninistrators • 
Vithin netrppolitan areas co^etitive salary levels are set and 
students compete for Johs after graduation* let educational stat* 
isticians neglect the Imiportance of the concept of the SNBA as an 
interrelated regional area, and continue instead to generate coun*^, 
state, and national dc.»a* Another factor i^ortant in estahlishing 
national policy is the social and economic nature of coMunitief 
but again income, ethnic, and economic data are seldom integrated 
vith educational naterial. 

These varied symptoms of statistical myopia are reflected 
in some very tangible vsys* As independent local goveroments in 
most places in the nation, school districts frequently have hound* 
aries that are not coterminous vith other governmental Jurisdictions » 
Since most data on taxes « eaipenditures, income, population, and 
ethnic conposition c^re collected by general goveriMnts (munlcipali* 
ties and countias), they are not applicable directly to school 
districts. This lack of cotandnality has proved a real incon* 
venience to those seeking to evsmlne education in ralation to other 
governmental activities and to the larger society. Iven so, such 
4ncoavenience has been overcome by muy csreAal researchers vorking 
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with census tracts end school district aaps. With a less restricted 
viev ot educational relevance, bovever, such anachronisaB long a^ 
could hane been eliaitated Iff the nation's educatico agency. It is 
conmendable that USOSB has recently contracted vith the Census Bureau 
Xbr a limited mapping of school district boundaries in relation to 
general boundaries to oyereome the ootenalnality problem . That 
USQE is Just nov facing this problem and with only a small sample 
is testimony to hov f ar ve still must go provide a data base for 
educaticial pdicy making. 

A start has nov been made to break out of the inadeqiiate 
procedures of data collection. Three years ago thf "Ational Center 
fbr Educational Statistics (HCBS) began its ELementazy and Secondary 
General Inftoimation ^ xfej ^?XSBOIS). A stratified sample of l^kOO 
school syatcas, later ei/iarged to 1,600, vas directly surveyed to 
provide national toi.s^rf on revenues, expenditures, and attendance. 

a!he Belmont survey the Bureau of KLementaxy and Second- 
ary Education, and specifically its Consolidated Program Inlc wtion 
Report (CPIR), will provide additional inftoxmation by districts for 
program evaluation purposes, and viU focus on mof yriMw related 
to federal programs. Obat these e^A>rts In their current stage of 
deve].opaent can s^rve only Imperfectly as a tool ftor analysing major 
educational policy problems, espdciaUy urban problesw. Is not the 
point. What is Important is that these nev apnvoaches are underway, 
and that they be supported. Improved, ,aad expanded. 
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The Ime&sely valuable report of the USOS AdTisory Cg«- 
Blttee tor Educational Pinance ^tatiitics (the Kelly CoMdttee), 
subaltted to the U.S. CbHdssioner in Murch of 1970 » catalogues 
USOE'b infonution shortcoaings in lysteaatic detaU. More isportantt 
it proTides a seriea of proposals aiaed at dranaticaUy yxpgrmdin^ 
IBOB's capabiUty to provide usefW. Baterlal for national educational 
policy Baking. A swary of those pxoposals Xbllovs: 

1. Organise UBQE publications of school finance data 
axowd analytical coHnn dencalr .tcrs z^evant to sienlflcnt pubUc 
policy isfues In African education • 

2. CoHiblne UBGB data vitn local goveniMntal data tram 
the ^nsus of Govements. 

3. Solicit proposals for studies comparing wrjotOTfi data 
vlth the 1970 census of population and housing vhen those data are 
available. 

k. &cpand ELBEQZS and other U3QB sunnqy daua xc lnclud« 
flederal progrvu not atelnister \ by (BOB. 

5* Sxpand BfiEOIS saaple to Include saajles in«hln all 
SieA'a In iihidi the largest 100 central cities are located. 

6. ftqpand BiSBOIS (and Belaont Survey) swple to include 
all districts vlth aore than, ssy, 5*000 papUs pO-us a randosi sMple 
of school districts under that flgvra. 

7* Collect data at the Individual sdiool and atelnlstratlve 
unit leval on edxicatlooal progms^ student population, personal. 
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revenues, expenditures, end outputs fbr a readctt seiQle of schools 
in big cities. 

8. Collect and publish state data oo - ) an mnn»^-\ basis 
•ad (2) If federal title as veil as by federal act. 

9. Develop aechanlM to coordinate USOS data collection 
activities vlth those of other agencies of the federal govement 
that are in a positKm to provide USOE vith useful data. 

However, the recomendations of the KeUy CcMlttee ar« as 
yet siflpXy proposals, a blueprint for the tUture. Foi the present, 
the need of policy aakers and the Interested piihlic for Infomation 
on the financial impact of federr** aid to education renins u»et. 
This reT»rt is intended to satisfy significant aspects of that need 
by providing n^stewttic baseline 'ata on federal aid uA the rela- 
tionship of that aid to a saries of iaportant fiscal, economic, and 
d»graphic characteristics of local school districts. The report 
is also intended to present analytical aodels that can assist policy 
■akars in evaluating current federal policies as nail as In design- 
ing aore effective progrw. In keeping with these purposes, data 
m assenhled which Ulunlnate the financial ef fiscts of federal aid 
for local education agncies, vith particular e^phaais on those sarv* 
ing tha cities and suburbs of aetr^litan areas. 

Our ssiiple vaa ecsqprised, as ve have seen, of 573 school 
districts seleetad 13 a stratifled-raadoa basis ttfm flva Mpresaata- 
tiva thouih distinctive states: Calilbmia, lev Tortt, taaa, NldiigMi 
and. Nusadnisetts* Seseai fibers ^si«ied to respective state capitals 
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collected d«t«Ued flnencial data fbr each school dfetrict for the 
fiscal years 1965 to 1968 induslTe. WiUe central to the study, 
thi!i approach lias tiro basic liidtations . First, the sa^e data 
cannot be related readily to the financial data of OTerlyittg non- 
school «0Ten«ents because of the cotex«inaUty problem already dis- 
cussed. Second, the saapLes contain only a limited n«ber of the 
nation's largest central city school systw, systems vhidi must 
be studied because of their large share of total pupil enrollmsnt 
and, perhaps more Importantly, because of aU that ve tooir *bout 
their threatened situation, tn order to transcend these limitations, 
ire hare expanded our study to Include aa analysis of school finances 
and their relationship to other goremmental expenditures in the 
nation's 37 l««wt metropolitan areas. Ihe data oniAich this 
examination vas based vere obtained trtm published and unpublished 
Census Bureau sources acquired through the cooperative efforts of 
project researchers end personnel of ACIR« 

Sie result of this cart>lnation of sources is a picture of 
the role of federal aid in the larger ftramenork of local, state, sod 
federal educational finwice. On the one hand it is intecsiw in its 
f^us on particxaar states, sdiool systems, and metropolitan areas, 
•ad on the other hand it is extensiw in its consideration of regional 
end national phenomena. Its snalyses include comparisons of n?tro. 
politan with non-metpopclitan areas, and central cities with siiburban 
districts, and relationships between federal aid and income, race, 
property valuation, state aid, and locally-raised revenues. Data 
vere examined both statically and over time. 

We hope these elements of the study wlU contribute to 
closing the information gap in edu-rational finance. 
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AFPBDIX B 

A ion (M MnBODOUxnr 

this studr of the patterns of federal aid allocation haa 
1)e«n ccnducted using a five-state sai^e (California, lev York, 
Hichigan, liMsachusetts. and Texas) containing 573 school districts, 
mis note will explain how and vhy ve chose that saaple. 

In constructing the s«qile for this studgr, the hasic 
choice that had to be Mde ¥as betire«n a nationally representative, 
cross-sectional selection of school districts or a ssiqae irtich vas 
rwyresentative of individual states. We decided iqpon the latter 
because it vas wore consistent vith the ■aj< r purposes of our 
research. 7orcw>st Mong those were (l) a cuocern vlth goven«en- 
tal units that decide aid allocations going to school districts, 
i.e., states, nd (2) an Intent to see federal aid ^ relation to 
distinctive state-local systems of educational flna:ice. In addition, 
serious aethodologlcal problsM plague atte^s to create a single 
nationhl ssaple of school districts: ftor exaaple, property 
valu<itions are not equalised to take into account the differences 
in assessaent practices aaong states, as4 aethods for counting 
«nn>llMQts vary from state to state. As a result* ne 
have undertalun our analysis vith a sssq^ coaposed of separate sid>* 
saaples of school districts in five states« 

Selection of States 

Xn selecting the five states to be studied, ve k'm^ a 
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group of states that vould be broadly representatlTe of the doKlnant 
trends in educational finance, particularly of the trends irtiich 
affect BKtropolitan areas vhere aore than two-thirds of the nation 
currentlx reside. The states ftm which our school fsrsten saaple 
was drawn contain Si percent of the nation's total population and 
of its public school enrollaent through grade 12, and 39 percent 
of the country's Metropolitan population and of its aetropolitan 
public school enrollaents throu^^ grade 12. In short, vith a 
sanple selected from only fire states ve encompass a substantial 
proportion of the nation's school population. Our selection was 
based on aore than their sixable population* Specifically our 
criteria vere: (l) region, (2) degree of urbanisa, (3) social 
and econoBic characteristics, (U) arrangeaents for financing eleaen- 
tary and secondary education, and (3) patterns of school district 
organisation. 

Region 

Ihe choice of states prorldes substantial regional repre* 
sentatlTeness that Includes the northeastern, north central, south- 
em, and vester*- states. All the examined states are within a 
different census regional dlTlsion: Calif oxnia vlthln the Pacific, 
lev Xoik the Middle Atlantic, Tazas the Wait South Central, Michigan 
In the East Horth Central, and Massachusetts lev Aigland. 

O^ree of Urbaniss 

lach of the states lAose scuool aysteas ve studied exceeds 



76 



the other aoribers of their reipectlTS ceiiBiui regional dlYisioiui in 
the proportion of their pppulntfxn elnesified as Metropolitan. Ihis 
•hevlns of the •mtaple van adopted in order to prorlde a vehicle fbr 
underttandinit the /elationahip between federal aid and the nation*! 
Metropolitan trends* In selecting our ssnples vithin those states, 
hoverer, ve did include sufficient districts in all states except 
Nsssad&usetts to pe»it us to make stateaents ahout the rural areas 
as veil. 

Social and Bconoaic Characteristics 

In regard to social «id econcaic characteristic!. > the 
five states of our studgr differ oonsiderihly vith respect to one 
another • but are reporescntatiTe of their respective regions* 

CoiVaring the 1968 hoos^iold ineostts, ve find that Ttaas, 
vith $8,6l8 fUls belov the national average of <9t^» vbile all 
the others rank shove. Mldiigan, vith $10,699 is the nost affluent; 
fbUoved bx lev Xork» |10»662; Nsssachusetts » |10»^5> and Califor^ 
nis |10,180* 1!he;e average household incoaws are si^iificsntlj 
closer than those of aagr other stste to the average incose vithin 
their regional divisions* 

ISu 've states, though diffarMt in terns of household 
inecHe,vax7 mrkedly in teiw of the proportion of their black 
population* Nsasachosettg has 2«2 percent, Califioraia 5^6 percent, 
lev York 6*li percent, Mehigan 9«2 percent, Yasas 10.5 percent. 
Ihese proportions deviate little from appropriate regional 
division averages, except in the case of texas vhich .las a 
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consider^jr lower proportion of Mmjc popoXstioo tlwii do other 
states in its resion. However* tbe incluslan of TeM penits us 
to include urtwn school ^ystew th«t contain large populations of 
Oiicano chUi'::'cn« Concentrated in tbe southwest, these school 
systeM are aaon« tbe poorest in tbe natloo and therefore mat 
not be ignored* 

Ihe ssK'Le states also differ widely in popuUtioo densitx* 
Vith 6^1 persons per square nile, NasswAusetts rattks as one of tbe 
three nost densely setUed states in the nation. OpnTersel/» teas 
with only 36 persona per sguare nUe rates as one of tbe v>st aparaely 
inhabited* Ibpultttion dsnaitiea of tbe other three states are lew 
Xork 3^1, mdiiflan 136, and Califbmin 100« As with other cfaaracter- 
istics, tbe dsnaitiea figures for tbe sa^e atatea aze siailar to 
those of their respective regional diwisions. 

AnsiigHisuts for Financing Idueation 

(te of tbe hay el«Mnta in understanding ^tM of 
e^ati nal finance, is the relative diatribution of revenuB 
responsibilities between the school district and the at«te ipwen^ 
■ant. lationally, local govemMn^ rmise ^iprad^tely 52 perce, 
of aU rewwuea, tbe states kx percent, and tbe fodaral goverMsnt 
WwwliiatejT 7 percant. Behind Ibase national averagaa, however, 
is a wide zenge of diwene reveniK reaponsibili^. fte atatea In 
our gtu^r raf^jct that diveraity. Xh regain to tbe pereent of 
revenusa raised by local ^^urladieUooa, Hble m-1^ (pp.66) shows 
that tbe gtatia In, our sa^^le ae<urat«ly r«fLeet natiooal diversity. 
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ranglDg from HMsachusetts where 16 pm sent of revenues vm raised 
locally to texMB vhere k5 percent vm locally rmised. State aid 
ranged from a lov of 19 percent of total revenues in Nassachuj'stts 
to a hitfi of 50 percent in lev York. In regard to federal aid, 
the states in the saqae ranged f^ 3*h percent to 10 percent. 
These states except Texas fell belov the national average of hetter 
than 7 percent. In dollar anounts, our states varied trcm being 
aaong the highest in the nation to being sonevhat belov the average. 
Again our states appeared hitfOy representative of the other states 
in their regi<mal division. 

Variety in state airport progrfas vas also evldMit. 
llMsa<diusetta, Nlcfaigan> and lev Xotkt possess aid ptpgr«M in 
vhich at least 80 percent of all grants is apportioned on an 
equalliing basis, i.e. in interne relaUon to the relative tiucuX ability 
of local school qretena. in Ttexas sli^^ttly less than 6o percent 
of total aid Is estiaated to be equalliing, and in California, a 
flat grant state, it is only 33 percent, ihese figures, of course, 
do not begin to describe all the features and nuances of the various 
state aid systeas, but they do give soae idea of the strong differ- 
ences vhich exist. 

School District Orgsnisation 

There is considerable variety in our saaple vlth regard to 
the patterns of school district orgaaixation. m our states except 
Nichlgaa possess soae dependent school systaM, and in Naesaehusetts, 
as la the other lav Sigland states, vlrtuaUy eveiy sdiool 9f9tm is 
a subdivision of a tcm^de ga&eiU purpose govemaent. 



79 



Callforale iatPodiKes a dirtlnctlve patteni. Bntlre 
•chool »y»tem c« be c<*pri.ed of ele«nt«y g«de. or .ecoodary 
«r.de. or both. Ohl. «rMg««t ccpllcate. p«,blaM of atudyli,« 
educatW fln«.ce. .Ince there cowlderrtle cot dlfferentlls 
In education of ele-ent«y -ad eecoodwy .chool pupils, comg^. 
Lone bet^ district, with dlff^t grsde le^. of educ.tlona. 
renwotlblUtle. mast tAfimialr be aTOlded. 

m Mar rout, mchlgw, wd Tew«, a »>re typical patten, 
Of school district or««.i«tlon exists. Cos^a tb the-, a. veil 
« to the other strtes la the s«^e. a «eo«r.*lc pattern of district 
or««.l«tlon la««s that there in be extensl^ soclsl, econo-lc, 
«»d fiscal disparities s^ag districts la .etwpollt*, are... 
BffecU^ly «em«adered boundaries la all ^ates pe«lt prlrUeged 
«~ltles llJte Great leck, Eloofleld Hills, «,d U.^ Helflhts 
to spend large su» on children with fe» educatlona-. problem ,*iie 
nel*bonn« di,v.lcts are able to sp«d «Utl,ely s-Ol .«n«,ts 
on students mth AndMent.! iMpedl^nts to lewnlag. 

Selection of School Wrtrlcxs 

nie process Ibr selecting the districts within our s«ple 
b«ed upon the t«aalv». of s«pie selection used In the OBOE 
Kle«ntuy and S.eoodanr Oener.1 Infto«atlon Surrey. (Like the 
«M«5I8 ss^e. ours was chos«. on a strtlfled, «rtrt,le pwporUon 
"ndo. selection basis trm the 1J66-196T Iducatin, m^,..^ ^f 
th. 0. 8. Dep«t«at of Health, Eduction «,d Welftee.) fte first 
•t^ la oonrtructlag ^he s«ple w. to •st.hll.h for e«!h of the 
flT. states th. m^r of school sy.t«. faliln. vithln the foUowin, 
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sise cohorts: (l) 25»000 imd cnmr; (2) 10»000 - 2li,999t (3) 5»000- 
9»999» W 2.300 - 11.999 ($) 300 - 2,l»99« ScbooX tyatMi vitb 
less than 300 snroXlsd studants vers excluded sntirelj becsuse 
thex ere located predosiasatly In two or three rural aidiresteni 
ststes* 

The second step In estsiblishiae the representntlTe cross 
section vms to decide yxfoa the proportion of school i/stw to be 
selected rendoalj tram each enrollMnt c^rt* Ihe ratio settled 
upon vms as fSoUovs: 1 to 1 fbr all sdiool sjiteM vith 2$«000 and 
over; 1 to 1 for aU scuool systsM vith 10,000 to 21^,999; 1 to 2.5 
for all school eystew $,000 to 9,999; 1 to ^.5 tor aU school 
SXstew vith 2.500 to 1^,999 and 1 to 17*$ for aU school systsw vith 
300 - 2,500 v^il population. These proportions vert increased 
oonsiderablx trcm those used in the SLBIQI8 project in order to 
give eaphaais to the larse school lystMS cnerall/ found in aajor 
Mtropolitan oonranitiea. 

^ ssleet the district! tor ea^ < ort, a table of randoa 
diffits VIS snploxed and the appropriate nuaber oT sanple ■ystw 
mm ssleeteci. The result of this process vas tc give us a hi^ 
proportion of aebool districts vitb'n aetropolitaa areas: 8$ percent 
in CaliforAia, 72 perceet in Nassacfausetts, 71 percent in lerv Tork, 
6ff percent in Nlehigan, ^ percent In Iteas.- In teiM of the auiri>er 
of school sr>t«M, the ssnple eontUns 15 percent of the tctal in 
Oalifomia, Ik percent in Massaehnsetts, 13 parc«it la ic# 'iytkt 
10 percent in Michigan, and 9 percent in Texas* Becauae of its 
Mtropolitan sdiool sjwtm orientation, hovever, this ssn^e 
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repressnts fl percent of the ftOl 1966 enroUaeiit in California, 
62 percent in Texas* 60 percent in lev York* 52 percent in Hlchigan* 
and k3 per ent in Massachusetts • 

Collection of Data 

Fiscal data vas collected fbr each of the saaple districts* 
Research assistants spent froa three to six weeks in state capitals 
e x — I n ing a variety of official sources that reported school district 
rerenues and expenditures. In several cases ve obtained copies of 
the state's ovn conputer tape. Ic others data were copied tram 
official publications. More than fifty categories of financial 
data were obtained tor the I965-J.968 fiscal years (see Sxhibit B-a). 

Social and eooncMic data vcre later asseoftiled for each 
district. Since such data are collected on the basis of general 
govemaent Jurisdiction and census tracts, developing accurate 
data for sdiool districts reguired that researchers overcoss problaas 
or ;;oncoterBinality by coi^ariag school district aaps with census 
tracts vhere possible and ^ assigning social and fiscal data to 
school districts on the basis of standardised Msignaent fomilas 
irtiere tracteda^ps vera not available. A list of the social, econoaic, 
and fiscal variables foUova. 

The data for the five states in our study vill be Dads 
available in tvo foxas to researdiers, public officials t and others 
interested in educational finance: (l) a 200 page statistical 
vorkbook containing sunary comparative tables and (2) computer 
ti^es for each of the five states. Only a diarge vill b« 

aada. Please direct requests to Federal Aid Project, Pol" Jtitute, 
723 OAivursity Arsaus, flSrweuse Itir Toric. 
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PhMe I Fi«c^l Data Collection Instnaent 
nie following dMX% has b«en collected on each of thm tehool di«trict« la 
tha project aa^t tor tba 196$. 1966, 1967 wA 1968 flaeal yaan. 
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Sociml and Econcnlc Data AvmUable for AU 
School Districts in the Study 

i960 nonvorker-vorker ratio* 

i960 percentage of aedlan faallsr incoae under |3000* 
i960 percentage of aediun ftaily incoae oyer $10,000* 
i960 percentage of population non-vhite* 
i960 aedian faaUy incoM* 

196^ pupils per square mile of school district** 
196^ state equalized full yaXuation per pupil** 
State equalized tax rate e:q>res8ed .In aills** 
1967 percentage non-white high schcd enrollments*** 

* Source: Bureau of the Census 

** Source: Computed frcsi appropriate state sources 

*** Source: lational Center for Educational Statistics* 

Directory 



FOREWORD 



One of the chief problems confronting public education today is 
the need for more equitable distribution of financial resources, ^ot 
only must we find new ways to finance public education, we must also 
explore ways to use existing funds more wisely and assure that educa- 
tional resources are distributed equitably and on the basis of educa- 
tional needs. 

"The Financial Aspects of Equality of Educational Opportunity" 
IS a report presented to the Select Committee on Equal Educational 
Opportunity. The report summarizes present inequities in school fi- 
nance, reviews the causes of these inequities and recent court decisions 
and concludes with a series of recommendations. The Select Commit- 
tee 18 mdebted to Joel S. Berke and James A. Kelly for their work on 
the committee's behalf. This print also includes a report by Joel S. 
Berke and John J. Callahan, "Inequities in School Rnance," which 
examines the impact of recent school finance decisions and proposed 
revenue sharing programs, with particular attention to the problems 
of large urban school districts. T^ese studies are submitted herewith 
because they have important implications for the futui^ of public ele- 
mentary and secondary education. 

^, . ^ _ Walter F.MoNDALB, 

6 hazrman^ Select Committee on Equal Ed/ucatumal Opportunity. 

^ i m 



THE FINANCIAL ASPECTS OF EQUALITT 
OF EDUCATIONAL OPPORTUNITY 



A Report Proeented to the 

SkLECTT CoHHTITEB ox EqVAJj EdUGATIOKAL OFFOBTDNITr 

Walter F* Momdau:, Ghaibican 



Joel S* Berks 
Director, Educational Finance and Governance Program, 
Policy Institute of the Syracuse Univeisily Beeearch Corp. 

and 

Adjunct Proleesor of Political Science, 
The Maxwell Sdiool of Syracuse Univerriiy 

and 

Jakes A« Eeut 
Program Officer in Public Education, 
The Ford Foundation 
and 

Associate Professor, 
Teachers Ciollege, Columbia UniTersity 



December 1071 
' ^ (87) 



PREFACE 



The authors wish to express their gratitude to those who assisted in 
the preparation of this report. Anthony Camevale, Barrie Goldst/^inj 
and Kon White, research assistants at the Policy Institute of the Syr- 
acuse University Research Corporation, and Robert Firestine of thf 
Urban Studies jProgram of the University of Florida at Gainesville, 

The committee staff and its chairman have provided intelligent and 
thoughtful questions which have, we believe, improved the quality 
of this document. 

AH interpretations, recommendations, and errors of fact, however, 
are the sole responsibility of the authors. 

J.S.B. 
J.A.K. 

December, 1971 
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Chapter I 
INTRODUCTION 



The elements of American educational finance ate bec^ 
indy familiar to those who are concerned about the condition of the 
public schools of the Nation. Yet the fact that those familiar financial 
arrangements are the cause of widespread and systematic denials of 
equal educational opportunity is largely unappreciated. Li fact, the 
ways in which we raise and spend money for education guarantees that 
children who come from the most wealthy and prestigious communi- 
ties will ordinarily be proyided the best education that the public 
schools otn offer, while those who b^gin life witii tiie disadyanti^;e6 of 
impoyerished family and neighborhood backgrounds will generally 
be relented to second-class schools. 

In all the States except Hawaii, public elementary and seoondaiy 
education is financed by a combination of local, State, and Federal 
resources. Local funds, deriyed from the real property tax, proyide 
better than half the reyenue for elementary and secondary education 
for the Nation as a whole. State aid, officially designed to assure a 
minimum statewide leyel of seryices and to offset local yariations in 
taxable wealth, proyides more than 40 percent of total public school 
funding. The national goyemment, the junior partner in educational 
federalism, furnishes me remaining 7 percent of school reyenues 
through a series of categorical programs intended to serye particular 
educi^ional purposes. 

This report will discuss this partnership for financing public ele- 
mentary and secondary education and ^rill analyze the ways in which 
that system contributes to educational inequities. We haye diyided 
this study into fiye major sections : 

1. As a means of proyiding clarity in an area often character- 
ized by yagueness, we define our understanding of equal educa- 
tional opportunity. 

2. We describe the patterns of fiscal disparities that exist 
among^and within school districts. 

3. We discuss the reasons for these disparities, examining the 
role of local, State, and Federal programs* 

4. We turn to uie courts, and analyze the impact of Serrano 
yersus Priest and Van Dusartz yersus Eatfield—vecent cases that 
haye declared systems of school finance unconstitutional in Cali- 
fornia and Minnesota. 

5. We will adyance seyeral suggestions for moying toward 
more equitable patterns of school finuice. 
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Chapter II 



UNDERSTANDING EQUALITT OF 
EDUCATIONAL OPPORTUNITY 



Like democnu^ and jnstioei e<}ualit7 of educational opportonity has 
almost as many definitions as it does definers. Bather than nmpfy 
addiiu; our own preferences to those of our many predecessors, we 
would like to assist the ccMumittee to sort out the central thenm in 
the differing approaches. 

As a start, we would suggest two maior distinctiona In the fint 
category are these conce^ions which emphasize equity in the distribu- 
tion of educational servtces and their atUeomes^ educational achieve- 
ment The second major perspective sees equality in education pri- 
marily in terms of how the costs of education are distributed. Most 
conceptions of equality of educational opportunity suffer because they 
feil to concern uiemselves with both sides of the problem, equity in 
the distribution of education as well as equity in bearing their costs. 

Equai* Educatiokal Om mvsTvi as Equttt nr EnnOAinnrAL 

SkRVIGBB Ain> AOUIEVIMINT 

ABSoiiins EQUAurr nr bkkvigb 

We b^n with what is probablv— in our eves unfortunately so— the 
most widely prevailing concept oi equality of educational opportunity, 
absolute equality or identity in the level of educational services ac- 
corded all children. Such a view frequently measures the level of serv- 
ices in terms of e^ual per-pupil-ezpenditures or equal expenditures 
adjusted for cost differentials ; or else by some crude mdex of the qual- 
ity of education, such as equal pupil-teacher ratios or the like. This 
view of the requirements of equal opportunity in education is fre- 

Sientty voiced by those who have been so impressed and distressed hy 
e marked disparities in school services that they turn to its convene, 
absolute equality, as a ready remedy. Besides stressing its simplicity, 
those who favor this test apo sugg^ it as a useful minimum step m 
moving toward full educational equality because it would serve as an 
immense advance over the current system wldch regularly works to the 
disadvantage of the poor and the minorities. 

It is our view, however, that this is a case where **the better** is the 
enemy of Hhe best,'* and that acceptance of a definition of equal op- 
portunity in terms of equal expenditures or services for all children 
is in opposition to what we know about the differential learning apti- 
tudes of children ; or, what we take to be a dominant goal of Ameri- 

- (W) 
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can education, that is furthering social mobility. To be meaningful 
we would sugge^ a theory of equal edui-Ational opportunity must 
take into account both : 

1. The purposes of education ; and, 

2. What little we know about how children from different back- 
grounds and with differing abilities kam. 

SERVICES RELATED TO B>UCATIOKAL KZED 

A primary function of public education in America has been its role 
as a vehicle for social mobility. The goal has been to equip children 
of moderate means and meager status with the stills needed to com- 
pete on equal terms, in the search for a good Ufe, with children of 
hi^er station and greater wealth. While, as a persona^ matter, edu- 
cation may well be seen as an end in itsdf ; as a public service educa- 
tion IS a means to a number of civic and economic ends--chief among 
them being equal opportunity in the onnpetition of life. Equal edu- 
catwfud opportunity should be intended to serve that larger goal ; and, 
as our society has come to place increamng emphasis on credentials, 
degrees, and teclmical training, the role of education has become even 
more important in detennining life chances. Meaningful equal edu- 
cational opportunity, therefore, must equip children from any back- 
ground to compete on equal terms with children from any other level 
of socie^. 

The implications for public policy that spring from this under- 
standing of the goal of equal educational opportunity are clear: More 
services must be focused on those with diwdvantages in their ability 
to succeedin school j so, that when their basic education is completed, 
children from differing racial and economic croups — as nearly as pos- 
sible— fltmd on an equal footing in terms of educational attamment 
wifli children who began school with greater advantages. Individual 
difference m achievement there must always be, but equal educational 
opportunity requires that educational resources should be distributed 
to offset societal and inherited impediments to success in life. In short, 
equal educational opportunity means that services— and thus, expend- 
itures—should be related to educational need as defined above. 

Neitiier of the authors of this testimony would loinimize the prac- 
tical difficulties in implementing this view of equal educational oppor- 
tunity. We are both aware of the questionable results of previous 
large-scale efforts at oompensatoiy education like Title I of ESEA, 
wid some of the large local proems like New Tork^s More Effective 
Schools. We know that educating the children of the poor and of 
racial minorities is one of the things American schools do worst We 
are not unaware either of the evic&ice of the apparent impotence of 
schooling in comparison with out-of -school influences on children. And, 
we have both had the opportunity, in previous research, of developing 
t«5hniques for identifying educational need— both on the basis of 
admittedly imperfect achievement tests, and on the bacds of social 
and economic indexes of need. Yet with all the problems associated 
with it, allocatmg resources in proportion to educational need seems 
an indispensable part of a meanin^l public policnr designed to fur- 
ther equality of educational opportunity. We shall use this view as 
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one of the teste by which we shall sabseqoratly measnre the dsme of 
inequity in the miancmg of education in the United State& 

Eqktal Educahonaii QFTORrnKirr as Equaiitt in Bkardto the Costs 

How tl^ ooete of education are distributed is another importent 
theme in discussions of equality of educational opportunity, indeed, 
much of the court's concern in Serrano vetsns PneBt was &ectedta 
that questum. mir findings— that poor omununitias which taxed 
tbemsdves at higher rates were frequently unable to support educa- 
tional services nt as high a level as richer communities tuing them- 
selves at lower rates— weifi4ied heavily in the court's decision to find 
that sjrstem m violation of the equal protection clause of tbe Fourteenth 
Amendment 

BQtTAL SERVICES lOR EQUAL TAX EFTOKT 

One poemble outcome of the Serrano decision would be a system ar- 
ranged so that communities making equal tax effort receive equal edu- 
cational services. Periiaps the most persuasive spoimmen for this 
view are the two authors of the influential amicus brief in the Cali- 
fornia ca , John Coons and Stephen Sugarman— who are also the 
authors oa aa important new book on educational finance.* They ar- 
gue that the rw^ht of local school districts to opt for different levels of 
educatiomd offerings should be maintained, but that each commun- 
ity should have an equal opportunity fc> select any given level of edu- 
<»tional expenditure. SUte aid would make up the difference between 
the yield of millago levels in districts with differing tax bases. Thus 
the State would guarantee that equal tax effort would produce equal 
education. The prmciple of power wqualizing, as they call it, could 
theoretically be extended to the family level as well as to the school 
distnc^-but the pnnciple remains the same* In either case, the test of 
equity is the power of equal tax effort to purchase equal services. It 
IS consistent, it would seem, with one of the familiar principles for 
ludging the fairness of a revenue system- -payments in proportion to 
benefits received. 



TAXATION IN rBOFOBTION TO ABIUTT TO PAT 



While benefits in accordance with payments is one possible definition 
Of equity^ a criterion that seems far more in keeping with modem 
democratic ethics is taxation proportional to one's-^r a school dis- 
trict's— ability to pay. This criterion of equity underlies the graduated 
mcome tax, for exaniple, and would be approximated by systems of 
State or Federal aid for education which used a sophisticated measure 
of aomnumty wealth as the criterion for school aid allocations. Pat- 
ently, for manv school systems the amount f taxable prperty per 
pupil IS an inadequate measure of their ability to pay. Income may be 
more realistic, or a combmation of the twa In addU;ion, a measure that 
takes account of the greater demands of a wider variety of public 

•Joim B. CkwDi, WlUiam B. Ohrne and SteplMa D. Sosannaii. Meels 
vSSii^^^^ ''•'^ Oambridis: tSTmLS ftSTTmSSSK 
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services necessary in urban areas should also be used. Measuring effort 
by the total tax rate — ^municipal and educational tax rates — ^is one way 
of doing that. 

In establishing a definition for equality of educational opportunity, 
the way in whim costs of education are distributed is an unportant 
component to be considered. Our preference in developing such a defi- 
nition is for a sjrstem which distributes the costs of education in propor- 
tion to a realistic measure of a community's or the individual's abuity 
to pay. For educational finance, the adoption of this goal would call 
for new approaches to equalization in most States of Nation. 

SmacART 

In shorty in both the distribution of services and in the methods for 
supporting these services a number of definitions of equality of educa- 
tional opportunity are available. While we have expressed our prefer- 
ences among these competing criteria, what is probably most important 
for this committee to note is: That reicardless of which of these tests 
of equity one wishes to apply, the current system of financing public 
education in the United States foils to quaUfy. In shorty th^ is no 
recognized test of equal educoHonal opportunity which our current 
system of education finance is able to meet. In the next section of our 
testimony, we present examples of the evid^ce from which we draw 
that conclusion. 



CHAPTER ni 

THE PROBLEM: INEQUITIES IN SCHOOL 
FINANCE 



The Maoottude or Eduoaikwai. Bjbvcmuxb AHD Emu UITU JW 

The magnitude of the American public educational enterpriee is 
breathtaking. Demgned to educate all children throudi age 16 and 
moet well beyond that point, public schools enrolled 47^8,087 students 
in 1969-70 and spent $80Ji billion. Almost 50 million Americans weie 
dius involved on a full-time basis in public education— mere perwms 
than are found in any other segment of American life. 

Total expenditures for pnbBc education in America have risen dra- 
matically m the past half century and particularly during the decade 
of the 1960'& Betwem 1960 and 1970 total expenditures mcreased by 
153 Deroent from $15.6 billion to $39.5 billion. During the same period 
enroilmeiit increased from 86.1 million to 47iS million, or just 80 
percent 

Expenditures for public educati<m have risen more rapidly than 
genend indexes of the Nation's wealth. Public school spendmg ab- 
sorbed 2.3 percent of the gross national product (ONP) m 19tf ; hcL 
by 1967 schools spent 4 percent of GNP. During those 18 years ONP 
increased at an average annual rate of 6.4 percent while school expendi- 
tures rose at an annual rale of 9.8 percent. 

These figures, of course, include only the direct costs of public 
elementary and secondary education. While the^ will not enter our 
analysis, other nonpublic and indirect costs add significantly to educa- 
tional earoenditures broadly understood. Nonpubhc schools enroll bet- 
ter than 10 percent of the Nation's schooldbdldren ; on-the-job training 
programs rn industry, government, and the Army edu^te millions 
more. Perhaps tiie largest single indirect cost of public education— a 
cost frequently ignored by writers in the school finance field— is the 
earnings foigone by students who attend school rather than obtain 
employment. Foi^one earnings of students, aged 16-and-above, were 
estmiated at between $20 and ^ billion in 1967, assumiiiff that approxi- 
mately 76 percent of them could have been employed if ttiey so aeriredi 

Despite these massive expenditures, however, we face a fiscal crisis 
in education. Increases in dass size, elimination of experimental pro- 
grams^ and early closings are but the most dramatic manifestations of 
what happens when educational revenues do not keep up with costs. 
Yet despite tibe serious plight of many school systems, the greatest 
financial crisis is not the overall inadequacy of public spemung for 
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education* The real crisis is a crisis in eauitv, not adeqqacy, for if sub- 
stantially n'.ore funds were suddenly foruicoming tomorrow, under 
present patterns of allocation inequality of educational opportunity 
would be as great then as it is today. 

Vahiations in School Sfbndino 

Variations in expenditures across the Nation are spectacular. A care- 
ful study ;3ome years ago found variations of classroom expenditures 
for the entire country of nearly l-to-l after the obviously unrepre- 
sentative districts had been eliminated* 

Tabub L — Current expenditures per claaeroom in I960 



Selected Heme 

Classroom expendltare ler^: Amount 

High 125,237 

At the 98th peroentUe 13, 177 

At the 90th percentile 11, oes 

At the 75th percentUe 9,e97 

Median for United States 7, 528 

At the 26th percentile 6, 708 

At the 10th percentile 4,866 

At the 2d percentile 3, 410 

Low 1,496 



Soubob: Profits in School SuM>ort, U.S. Government Printing OlBce, p. 4 
Forrest W. Harrison and Eugene P. HcLoone. 

Within individual States, high spending districts outspent their 
low spending neighbors by better than Lwo to one. A quidk check of 
current data on high imd low expenditure per pupil districts collected 
for 1969-70 showed even higher ratios; but, the two studies are non- 
comparable in their techniques and do not necessarily suggest a trend 
toward greater disparities. (See Table II.) 



Tabus 11. — Intrastate disparities in per pupU expenditures 1969-70 







High 


Low 


High/low 
index 






$581 


$S44 


1.7 






1, 810 


480 


a8 






2,223 


436 


5.1 






664 


343 


1.9 






2,414 


569 


4.2 






2,801 


444 


6.3 






1, 311 


499 


2.6 






1, 081 


633 


1.7 












Florida. _ 




1, 036 


593 


1.7 






736 


365 


2.0 
















1, 763 


474 


3.7 


Illinois 




2, 295 


391 


5.9 






965 


447 


2.1 


Iowa. 




1, 167 


592 


ZO 


ll^iLWipftjy .... 




1, 831 


454 


4.0 






885 


358 


Z5 
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Tabu II. — Interstate dUparitiee in per pupU es^pendUuree 
7flff^7t0— Continued 



High 



Low 



index 



LouiaUiUL. 892 499 L 8 

Maine 1,555 229 6l8 

Maryland 1, 037 035 L 6 

MaMaehusetto 1,281 515 Z5 

Michigan. 1,364 491 Z8 

Mlnneeota. 903 370 Z4 

Miseusippi 825 283 aO 

MiflBOUii 1,099 213 &0 

Montana average of groups 1, 716 539 3. 2 

Nebraaka average of groups 1, 175 023 L 9 

Nevada 1, 079 740 Z 3 

New Hampshire 1, 191 311 a 8 

New Jersey 1908-09 1,485 400 a7 

New Mexico 1, 183 477 2.5 

New York 1,889 009 Z8 

North Carolina 733 407 L4 

North Dakota county averages. 1, 023 080 Z 3 

Otio 1.085 413 10 

Oklahoma 2,560 342 7.5 

Oregon 1, 432 399 a 5 

PemuylTania 1,401 484 Z9 

Rhode Island 1,200 531 2.3 

South Carolina- 010 397 L 5 

South Dakota... 1, 741 350 a 0 

Tennessee 700 315 Z4 

Texas 5, 334 204 20. 2 

Utah. 1,515 533 Z3 

Vermont 1,517 357 4.2 

Virginia 1, 120 441 Z 0 

Washington 3, 400 434 7. 8 

West Virginia 722 502 L4 

Wisconsin 1,432 344 4.2 

Wyoming 14^ 554 018 2a 0 



NOTES 

For New Jersey data are for fiscal year 1009 since Oscal year 1970 data were 
not yet available. 
For Alae^ca data represent revenue per pui^. 

For Afoutana and Nebraska data are hijsh and low of average for districts 
grouped by sise. 

For North Dakota data are averages of expenditures of all districts within a 

county. 

Data are not fully comparable between States since they are based entirdv 6n 
what data the individual State included in their expenditureS'i>er'>pupil analysis 

Source: State Reports and Verbal contacts with State Officials. 

Central Cmr— Suburban DiBPABmxa 

One of tL6 major inequities in educational finance is that variationg 
in expenditures often tend to be inversely related to educational need. 
The following teacher and expenditure data contrasts conditions in 
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omtrftl cities with surrounding h%h prestige suburbs. (See Table 
IIL) 

Table in.-^ampariMan of pujnl/teacher ratio in $eUoted central 
cUie$ and 8uiyurb$^ 1967 ' 



aty and aubuib 



Loe Angfilea — ^ 

BeTerljrHilb 

San FrMiolteo. 

Palo Alto- 

CUoago 

ETanatOD 

Detroit. 

Gnwe Pointe 

St Louk 

Unimri^ City. 
New York Cl*y 

Qieat Neck. 

Cleveland 

Clevdand Heii^te. 
Philade^hia 

Lower Merion 



Pupfl/teaeher 
ratio 


Per pupil 
expenditures 


27 


$601 


17 


1,102 


^ 


608 


21 


084 


28 


571 


18 


767 


31 


530 


22 


713 


30 


526 
747 


22 


20 


854 


16 


1,301 


28 


550 


22 


708 
617 


27 


20 


733 



> Taken from: The Urban Edueatkm Task Foroe R«»ort (iniaon C. Rite, 
chairman), New York, N.Y.: Piaeoer Pobllahera, Inc., 107a 

Source: Gerald Kahn and Warren A. Hu|^ SUstMatcf Local PjMe iSdUwl 
SySmM^im^ Center for Edueatioiial^tiitifla, U.8. Office d Education. 

Note that in every case, dty students had leOB nKxn^ 
educatian and hi^r pupivtMcher ratios to contend within ma 
their high-inocmie counterparts in the &Tcred schools of snbortna. In 
a recent study of five large industrialized Stntes, it was found that in 

four of the five StiUffS, central cities averaged nearly $100 lees per 
pupil in total esroenditures tiian did the suburban district^* 

The real inequity, however, lies not in the fact that cities often spend 
less per pupil than their suburbs for educetion. Even if urban ezMn- 
ditnies were the equal of suburban expenditures or exceeded th«m 
sUghtly, as is the case in some se^^tions of the Nation, ^^^^.^ 

aual educational opportunity would perrist For the cost mm&nmng 
lucational services in larm central cities is far more tiian n u ii^ube 
suburban ring. As a reeoit, when dties spend the same or Oigam 
more than their neighbors, they are getting; f» Im m pr^cnrfaon to 
their educational need* The reasons are these: Furst, the cort ctf 
sdiools must purehsae are higher in large dt! fl; and, second, Uie aties 
have far higher proportions of educmonaily disadTantand pupils 
who >^ed rooif^^ concentrated and expensive programs if they are to 

~Jod Zpi^t:^^ Stephen K. Ball«r, Alan K OamsMl, 8«|inoar 8a^; '«fM< 
AM U> PuWc^^iMeBfUm: HTfco Beae^f UJBL Senate Se' etOommlttot on Sqoia 
Wneati^xtMil Opportoalty eommlttee nriat» GoftmnMBt Prlntuif OfBeer Apra 
1871. 
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achieve at average grade levels. If equal opportunity in education im- 
plies that resources should be allocated in proportion to educational 
need, the cities with their higher proportions of the poor, the physi- 
cally and mentally handicapped^ tne lorei^ bom, and the victims of 
racial discrimination lag far oehmd their rightful level of educational 
services. 

Data on a representative sample of New York State school districts 
makes these pomts rather starkly. Grouped by property wealth cate- 
gories, city^ school districts and nondty districts are contrasted in re- 
gard to their education tax rates ; their tax rates for iJl municipal func- 
tions ; their State aid for education : their total expenditures per pupil ; 
and lastly, by two measures of educational noed— the percenttLge ox 
the school district's pupils scoring two grade levels or mora mIow 
the norm, and the percenta^ of pupils mm families receiving wel- 
fare payments under the Aid to Families with Dependent Children 
program* 
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The results are clear. Cities have somewhat lower education tax 
rates, but consistently hijgher tax rates for all functions. Their State 
aid is slightly less than it is for comparable noncity areas, and their 
expenditures for education lag even more. What is more significant, 
however, is that these somewhat lower expenditures must serve a stu- 
dent population which the last two columns demonstrate consists of 
twice to three times the proportion that noncity areas have of students 
who are educationally disadvantaged by either an ac devement— third 
grade reading ability— or an income— AFDC qualification— measure. 

DiBECT COBRELATIONS BsTWEEN CoMMUNTTT WeALTH AND 

ScHOOii Sfending 

Ineauiti^ do not arise simply because of contrasts between the fiscal 
and educational characteristics of city, suburban, and rural jurisdic- 
tions. Even within suburban portions of metropolitan areas there is 
a clear pattern of higher (][uality education in districts with higher 
economic status, and their is considerable variation in the economic 
standing of suburban school districts. For example, correlations be- 
tween rank in property valuation and rank in per pupil revenues is 
virtually perfect in Table V despite the existence of State aid systems 
which are nominally equalizing. (See Table V.) 

Table VI ranks the same sSool districts from Table V on the basis 
of their median family income. Again we find a general pattern of 
higher school revenues the further up in the income scale of communi- 
ties one goes, although the relationship is somewhat less clear than it is 
in Table V. Yet in each of the five metropolitan areas the highest in- 
come school districts spend more per pupil for education than did tihe 
lowest. In short, "them as has, gits" when it comes to the distribution 
of school resources in the five metropolitan areas of Boston, Los An- 
geles, New York, Houston, and Detroit. 

These patterns and examples are not isolated instances. They are 
duplicated in countless studies and through the official reports of vir- 
tually every State in the land. Quite simply, they are typical examples 
of the fiscal roots of inequality in educational opportunity that charac- 
terize the distribution of the benefits and burdens of American public 
education. 
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Disparities TVraHiN School Disnacro 



The immediate impact of educational finance occurs, however, m 
individual schools. Yrt commenting upon the patterns of disfNirity 
in the allocation of resources within school districts to individual 
schools is at present a hazardous activily in all but a few sdiool sys- 
tems of the country. Adequate school-by-school data are frequently 



However, some things can be said about expenditure patterns by 
schools. First, patterns of discrimination which assijgned lower re- 
sources to students who were black or of lower sodoecononuc and 
minority racial status were probably both common and systematic 
through the 1950'8 and early 1960*a Studies of Detroit, New York, 
and Atlanta found &irly dear discriminatory patterns. Since the 
mid4960's, however, scattered evidence suggerts that at least in ex- 
penditures, intradistrict discriminatory patterns are weakening or 
jdelding to very mildly oomj^ensatory ones. But the source of the 
change appears to be predcxninantly the effect of Title I of ESEA 
and State funds earmarked for the disadvantaged. Studies of Chi- 
cago, Rochester, Syracuse, and a decentralized cBstrict in New York 
City reveal this phen<mienon. In the New York State study, schools 
with the highest proportions of low achieving pupils received less 
funds from local and ^neral State ud money than did the most ad- 
vantaged schools ; but, m those three cities, schools with low achieving 
pupils had 16 percent, 5 {percent and 0.15 percent more to spend when 
Titie I and State ^^urban aid'' were added. 

Yet even these studies showed that teachers who were less ex- 
perienced and new to the district were concentrated in the schools with 
flie highest proportions of educationally disadvantaged. Patterns of 
ri^d discrimination in funding may be breaking down as measured 
by expenditures and by some school service measurea But what, actual 
compensatory spending and stafling has occurred appears tci be of 
very mild dimensions indeed. 



If there is a distinctive urban problem that is apparent in contrast 
with suburban areas, there is also a distinctly rural school &iance 
problem. In the latter case resource inadequacy for education is not 
primarUy Uie result of competing demands for govenimental services 
as it is in more urbanized area& Kather the problem is frequently the 
virtual absence of taxable property, and variations that come from 
the location of particularl^r valuable real^— ^ay resort facilities— is 
all the more ai>parent. While rural areas nave not suffered from the 
discrimination in the distribution of State aid that cities have, their 
high educational need is quite parallel to the url^ situation. The 
following table shows s everal of the dimenmons of the problon of 
ntml areas, and Table VII casts additional light on the problem. 
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Table VJI.— Capacity and rued in central eiHes, auiaide central ciHec, 
and rural areas in 1969 



Outside 
Central oentral 
cities cities 



Outside 
metro- 
politan 



ToUl 



Fiscal capacity: > Median family 

income so 157 

Need:* 

Hoiiseholds below the pov« 
erty level 1969: 

Number (in thousands) 2, 865 

Percent 14. 5 

Families below the poverty 
Hne 1969: 

Number (in thousands) L 484 

Percent 10. 1 

Persons below the poverty 
line 1969: 

Number (in thousands) 7, 645 

Percent 13, 3 

Median school years completed 

1969 _ iz 6 

Percent teacheis with B. A » 1968, - 96. 8 ' 
Ptocent teachers with M.A.* 1968.. 2& 6 



$11,003 $7,982 $9,433 



1,670 
7.8 


4,124 
19L0 


8,659 

ia8 


931 
5.0 


3,533 
14.0 


4| 948 
9,7 


4,492 
6.2 


11,894 
17.1 


24,031 
1X1 


12.7 
95.9 
215 


1Z4 
9L4 

ia7 


12.6 



S,i,rirfs*S^'f*i'"= A^- ^^^ent of Commerce. Bureau of the Ceiuus, 
SpecUl Studin, Social and Economic Characteristics of MeiropoUtan and Non' 
^.•^Sl!^*5" Population p. 23 No. 37 Washington, 1970. i~ «on 
» HEW, OE, NCE8, SUtistics of Rural Publfc School Systems: Personnel, 1968 
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Chapter IV 

INEQUITIES IN EDUCATIONAL FINANCE: 
THE CAUSES 



In tii6 abeenoe of explicit oonstitutional asmimmeiit of educational 

cation wBtB with Sta,-* governments. In T&tuaUy every State, the 
legriature is lequkeo by the State's constitntioi uTZ^S Sd 
maintam srane kmd oi system of pnbUo education. States have tnk 

S^^^i?*\T!f^ *^ «»»t«>l over edn«iS^ 

to local school dwtncts, 90 percent of which are independent of local 
government but dependent upon the State legislature for their powen. 
Thus hu emerged the system of mixed, or shared, power that ^rac- 
temes SUteJocal relationshipe in pubKc educatfoL 

The tradition of delegating State powers to local school districts 
has the most profound imphcations for school finance. As we have 
previously mentioned. States usually aUow local school districts 
5^ w t«aj)le weourees-^ real property taxes- 

ftom wluch school distnd^ are expected to obtidn ai>on8idenble por- 
taon of their levenuM. These local revenues are supplemented inth 

SS* ^"iS*^ *^ ^ I'tO-^l SUtee provided 41 per- 
cent of On funds used for pubhc education, while looitl school cbsfatiet 
revenues—mainly from the property tax— provided 61 percent These 
proportioM have remamed remarkably stable over time. Federal 
revenues the some year accounted for only 7 percent of school 
revenues. 

In Ae early WSO's there were approximately 180,000 local school 
distiicte m America, including thousands of one-room, one-teacher 
di^ncts The number of districts steadily declined during the 1940*8, 
1950'8, tnd the 1960'8 until in 1969-70 Oiere were onlyT8,904.* The 
dele^tion of taxing powers to a vast and chaMing array of local 
districts has resulted in two cardinal facts: LooOs^ooI districts are 
grossly unequal m their local fiscal resources per pupil, and the level 
of fiscal resources is unrelated to the types of educational programs 
needed by the pupils of a district. This ariiitrair grant of unequal 
iAvng power to local school districts not only distinguishes American 
schools from those in most other Nations but is the most pervasive 
single determinant of the quality and level of educa^nal services in 
local schools. 

•In 1069 OBlj 1,606 Khool dlitricts wen "dapaida)t"oii local t«wa or eooatr 
Koremmenta Dependent districts art moat fraqnenOr found In Une dtte and 
^roni^ont New Bn^d ; < Jid In the Statet of ICaryland. Nortb Okr^lliia and 
VlriInla..yjLA. RetMnh BwOeMa, Vol 48, No. 8, llajr MTO. NaUonal Bdneatloii 
▲MKdatloii, WaAlBfton. CO, p. 18. 
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' State governments thus have complete authority over arrangements 
for financing public schools. States exercise this authority by a va- 
riety of legislative actions-^speciMn^ the conditions under which 
localities may levy taxes for schools— by appropriating State funds 
and determining now they shall be distributed among local districts; 
and by determining rules regarding school ex^nditures. 

Since the 1920's the principle of equalization has been a central 
thrust of State aid to local school districts. Ek^ualization usually refers 
to equalization of the tax burden for education or equalization of the 

Srovision of educational services. If the universal State practice of 
degating to school districts the power to tax implies a public policy 
that a better quality and quantity of public services should be pro- 
vided to the rich than to the poor, then the presumed intent of State 
^^equalization" programs is to nullify the fiscal and educational impact 
of the delegation of the property tax to local districts. Actually, as 
we have shown, States have succeeded in equalizim^ mtther tax bur- 
dens ruyr educational services, and the result is a hodgepodge of ir- 
rationalities and inequities so confusing that it is obviously wrong 
to call the arrangement a **system" for financing schools in any but 
the loosest sense. 

The effect of a State decision to use locallj levied property taxes as 
tlie base for school support was explained m the Serrcmo decision of 
August 30, 1971. In the majority opmion, the court carefully explained 
that California's "funding scheme invidiously discriminates against 
the poor because it makes the quality of a child's education a function 
of the wealth of his parents and neighbors." The argument is so lucid 
and persuasive that we quote from it at length : 

By far the major source of school revenue is the local real 
property tax. Pursuant to article IX, section 6 of the Cali- 
fornia Constitution, the Legislature has authorized the gov- 
erning body of each county^ and city and county, to levy 
taxes on the real property within a school district at a rate 
necessary to meet the district's annual education budget. The 
amount of revenue which a district can raise in this manner 
thus depends largely cm its tax base — i.e., the assessed valua* 
tion of real property witUn its borders. Tax bases vary widely 
throu|2^hout the State; in 1969-70, for example, the assessed 
valuation per unit of average dailv attendance of elementary 
school chfldren ranged from a low of $103 to a peak of 
$952,156— a ratio of nearly 1 to 10,000. 

The other factor determining local school revenue is the 
rate of taxation within the district. Although the Le^la- 
ture has placed ceilings on permissible district tax rates^ these 
statutory maxima m^ be surpassed in a ^Hax override" elec- 
tion if a majority of the district's voters approve a higher 
rate. Nearly all districts have voted to ovemde the statutory 
limits. Thus the locally raised funds which constitute the larff- 
est portion of school revenue are primarily a function of the 
value of the realty within a particular school district, coupled 
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with the willingness of the district's residents to tax them- 
selves for education. 

Most of the I'emaining school revenue comes from the State 
School Fund pursuant to the "foundation program," through 
which the State undertakes to supplement local taxes in f^vder 
to provide a "minimum" amount of guaranteed support to all 
districts . . ." With certain minor exceptions, the foundation 
program ensures that each school district will receive an- 
nually, from State or local funds, $355 for each elementary 
school pupil and $488 for each high school student. 

The State contribution is supplied in two principal forms. 
"Basic State aid" consists of a flat grant to each district of 
$125 per pupil per year, re^rdless of the relative wealth of 
the district ^^Equalization aid" is distributed in inverse pro- 
portion to the wealth of the district. 

To compute the amount of equalization aid *^o which a dis- 
trict is entitled, the State Superintendent of Public Instruc- 
tion first determines how much local property tax revenue 
would be generated if the district were to levy a hypothetical 
tax at a rate of $1 on each $100 of assessed valuation in ele- 
mentary school districts and $.80 por $100 in high school dis- 
tricts. To that figure, he adds tho $125 per pupil basic aid 
g^nt. If the sum of those two amounts is less than the founda- 
tion program minimum for that district, the State contributes 
the diflference. Thus, equalization funds guarantee to the 
p<wrer districts a basic minimum revenue, while wealthier 
districts are ineligible for such assistance. 

An additional State program of "supplemental aid" is avail- 
able to subsidize particularly poor school districts which are 
willing to make an extra loeal tax effort. An elementary dis- 
trict with an assessed valuation of $12,900 or less per pupil 
may obtain up to $125 more for each child if it sets its local 
tax rate above a certain statutory level. A high school district 
whose assessed valuation does not exceed ^,500 per pupil is 
eligible for a siipplement of up to $72 per child if its local tax 
is sufficiently high* 

Although equalizatiflb aid and supplemental aid temper 
the disparities which result from the vast variations in real 
property assessed valuation^ wide differentials remain in the 
revenue available to individual districts and. consequently, in 
the level of educational expenditures.*. For example, in Lcks 
Angeles County, where plaintiff children attend school, the 
Baldwin Park Unified School District expended only $677.49 
to educate each of its pupils in 1968-69: during the'same year 
the Pasadena Unified School District spent $840.19 on every 
student; and the Beverly Hills Unifiea School District paid 
out $1,231.72 per child. 



^Statistics compiled by the legislative analyst show the following range of 
aasessed valuations per pupil for the 196^70 school year: 



.110 

Similar spending disparities have been noted throughotit 
the country, particularly when suburban communities and 
urban ghettos are comi>ared. (See, e.g., Beport of the Na- 
tional Advisory Commission on Civfl Disorders (Bantam 
ed. 1968) pp. 434-436; U.S. Commission on Civil Eights, 
Racial Isolation in the Public Schools (1967) pp. 26-31: 
Conant, Slums and Suburbs (1961) pp. 2-^: L&yu The Ufd- 
versUy, The Professions, and the Law (1968) 66 CaL L. Rev. 
261,258-269.) 

llie source of these disparities is unmistakable: in Bald- 
win Park the assessed valuation per child totaled only $3^06 ; 
in Pasadena, assessed valuation was $13,706; while in Bev- 
erly Hills, the corresponding figure was $50,886-Hfc ratio of 
1 to 4 to 13. Thus, the State grants are inadequate to offset 
the inequalities inherent in a financing sg^m based on 
widely varying local tax bases* 

Furthermore, basic aid, which constitutes about half of 
the State educational funds, actually widens the gap between 
rich and poor districts. Such aid is distributed on a unifbrm 
per pupil basis to all districts, irrespective of a district's 
wealth. Beverly Hills, as well as Baldwin Park, receives $126 
from the State for each of its students. 

For Baldwin Park the basic grant is essentially meaning- 
less. Under the foundation program the State must make up 
the difference between $856 per elementary child and $47.91, 
the ampunt of revenue per child which Baldwin Park could 
raise by levying a tax of $1 per 100 of assessed valuation. 
Although under present law, that difference is oomposed 
partly of basic aid and partiy of equalization aid, if the 
basic aid grant did not exist, the district would still receive 
the same amount of State aid — all in equalizing funds. 



(OontiiiiiatloD of footnote from pceiioat page.) 
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Hi* flohool 


fe^r »103 


$11,959 
41,300 
349,093 


(Leffifllaave Analyst, part V, supra, p. 7.) 




pupU eipondituiM during that year also varied widely: 




Elementary High school 


Unified 


Median (^72 898 

Hi* ^586 1,767 


1612 
766 
2; 414 



ad. at p. 8) 
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For Beverly Hills, however, the $125 flat grant has real 
financial significance. Since a tax rate of $1 per $100 there 
would poduce $870 per elementary student, Beverly Hills is 
far too rich to qualify for equalizing aid. Nevertheless, it still 
receives $125 per child from the State, thus enlarging the 
economic chasm between it and Baldwin rark. 

The Ubban Fiscal Crisis: Its Causes 

The most obvious fiacdl problem of urban education is that city 
schools do not have enough money. The aggregate level of resources 
currently being allocated to urban education by local, State, and na- 
tional governments is inadequate when compared to requirements for 
exi>en£rive educational services. But this seemingly simple problem of 
an inadequate level of resources turns out, on closer examination, to be 
a combination of numerous overlapi>ing and sometimes contradictory 
factors dew)ly imbedded in the intricate intergovernmental relations 
of our Federal system. For instance, some problems are primarily 
local m charrcter, such as municipal overburden, shrinking assessment 
ratios, or de aying property tax base, matters we shall discuss later 
m this chapter. 

But when such fiscal circumstances are combined with the steady 
flow of educated people out of cities— a trend that has now been 
observed for five decades— and their replacement in the city by less 
well-educated persons requirinflf extensive public services such as edu- 
cation, city schools find themselves in a double bind so serious that the 
problems exceed the problem-solving capacity of local structures and 
resources. 

Unfortunately, these problems are more often compounded than 
alleviated by State action. City schools are often hamstrung by State 
hnutations on their taxing power, and by State aid fomi3as which 
favor rural and suburban districts. State school aid formulas do not 
take into account the fact that the central city tax base must be used 
in a much heavier proportion for noneducational purposes— for ex- 
wnple, police, fire, streets— than is true in suburbia. The result is that 
btate aid per pupil is frequently higher to suburban districts than it 
is to city districts. 

The fiscal problems of urban schools are further aggravated be- 
cause urban schools feel more keenly than suburban and rural schools 
the effects of three major sets of constraints on school board decisions 
about school revenues and expenditures. The three sets can be called 
le^l, traditional, and socioeconomic. 

First, Federal, State and local laws and rulings restrict the freedom 
to maneuver of local decision makers. Rights of citizenship under 
the U.S. Constitution; stipulations of Federal statutes and adminis- 
trative regulations and guidelines; court decisions on rights of prop- 
erty and rights of people; State constitutional and le^lative m^- 
dates; and, municipal policing power all take precedence over school 
board authority and thus restrict local discretionary authority for 
budgetmg. Statutory restrictions from the State level are especially 
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severe for city school districts; in seven of the 14 largest cities, State 
definition of local school board taxing powers is more restricted for 
city school districts than for other school districts in the same State. 
Ironically, city schools deliberately sought much of this special law 
in attempts to insulate city schools from the rigors of city and State 
political machines. 

Second, and perhaps as constraining as legal restrictions, though not 
nearly so visible, is the tendency in big-city school systems for their 
administrative arrangements to become so formal and inflexible that 
they may impair the functioning of the institution and reduce its po- 
tential for adaptability. An example is the tradition in most cities of 
the so-called ^Writ" systems for promotions into and within the 
administrative hierarchy; these systems are frequently devices to 
insure that no ^^outsider' can receive an appointment to administra- 
tive position; and, also function to establish rigid and ^miversalistic 
criteria for judging all candidates for administrative positions. 

Third, a Stanford University study revealed that more than two- 
thirds of the variation in expenditures per pupil amon^ 107 of the 
Nation's largest districts was accounted for by the wealth of the dis- 
trict and the socioeconomic level of its population.* This m^ns that 
local decisionmaking about urban school budgets must be viewed in 
the context of a nunu)er of de facto limitations on the decisionmakers' 
autonomy. Working within these limitations, school administrators 
and school boards tend to assume that existing programs will continue 
and focus their budget analysis, meager though it is in some cases, 
upon proposed changes in, or additions to, the existing programs. To 
simplify the budget process further formulas are xrequentfy utilized 
to oetermine how much will be required for particular catejg^ories of 
expenditure. The formulas act to centralize decisionmaking within the 
school system and tend to create internally inflexible patterns for allo- 
cating school resources, both human and material, smce the basic as- 
sumption imderlying use. of formulas is that educational services 
should be distributed equally. 

The Property Tax 

All schools, but especially the most urban and the most rural schools 
suffer from the effects of reliance on the propertj tax as the major 
local source of school revenue. The property tax is the largest single 
source of revenue for all State and local governments, and provides 51 
percent of all public school rf.i^e mes. Over 98 percent of public school 
revenues from local tax sources are property tax revenues. The yield 
of the property tax has increased throughout the 20th century, and 
particularly since World War II, whether that yield is measured in 
absolute dollars or in relation to the gross national product or popu- 
lation. Table Vm compares State and local government property tax 
yields in selected years. 



*H. Thomas James, James A. Kelly, and Walter Garms Beierm4nQini% of 
Educational E^penditurei in Large Ciiiei of the United 8tate$. Stanford: Stan- 
ford University School of Bducatton, 1900. 
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Table VIII. — State and local government property tax revenue in 
selected years, 1901^8 



Percentage of — 



Total, 

State- Gross 

Amount local tax national 

(millions) Per capita revenue product 



Year: 
1902. 
1927. 
1940. 
1950. 
1956. 
1963. 



$706 


$&92 


8Z 1 


a2 


4,730 


39.74 


77.7 


4.9 


4,430 


3a 53 


66.7 


4.4 


7, 349 


4a 45 


40.2 


2.6 


a, 749 


70.24 


44.6 


2.8 


20,089 


106, 51 


45.4 


a4 



The full import of State-local reliance on the property tax lies in 
controversies regarding the equity and administrative practicality of 
the property tax. Netzer's authoritative treatment of the proper^ tax* 
begins with these words: 

The American property tax abounds in anomalies. During 
the past century, no major fiscal institution, here or abroad, 
has been criticized at such length and with such vigor; yet no 
major fiscal institution has chanced so little in modem times. 
There is a vast literature on the property tax ; yet less is 
known about its overall impact, incidence, and effects than is 
known about any other major tax. The demise of the prop- 
erty tax as a major factor in the American fiscal scene has 
long been heralded ; yet it continues to finance more than one- 
fifth of the civilian general e cpenditures of Federal, State, 
and local governments. The ITnited States is the citodel of 
capitalism; yet this tax on wealth is more important in the 
fiscal system and relative to national income than are com- 
parable taxes in any other advanced country in the world 
except Canada.** 

Property taxes, of course, are the principal local source of revenue 
for all local government, not just the schools. Generally speaking, it 
has been a more elastic revenue source than is usually thought — its 
yield doubled during the 1960's— and eveiy available indicator sug- 
gestfcj that it will continue to be a major revenue source ifor Stu.' and 
local government in the foreseeable future. But despite its durability 
the property tax suffers from two critical administrative problems: 
First, unt qual assessment ; and, second, under assessment. 

Almost two-thirds of the States require assessment at full value, yet 
locally assessed real property averaged less than 33 percent of market 

^Source : Dick Netser, Beonomios of the Property Ta9. The Brookings Inati- 
tution* Wasliington^ D.C., 1966, p. 2. 

**Dick Netser Bconomics of the Property Tarn, The Brookinga lB0<ltatioD, 
WaahinstODt D.C., 1966, p. L 
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value according to the 1967 Germs of Governments. Assessment vari- 
ations both within and among assessment units are scandalous. While 
progress has been made in narrowing such variations, nearly 40 per- 
cent of large assessment districts had coefficients of disj^rsion — a meas- 
ure of the departure of individual assessments from the typical level 
of valuation within an assessment area — ^that fell outside the minimum 
level of acceptability, according to the ACIR. Applying a more rigor- 
ous test of dispersion, only one-third of assessing areas can qualify as 
following acceptable practices.* No State can b§ satisfied with its record 
in property tax administration, and no other activity of government in 
the United States is more in need of fundamental reform. 

Another problem connected with the property tax is the tendency 
of mmy assessors to allow the ratio of assessed vsdues to full market 
values to decline, thus reducmg the capacity of the school district to 
tap local funds. For example, according to one estimate the assess- 
ment ratio in the city of Detroit declined from 90 percent in 19S0 to 
about 60 percent in 1960. The estimates show a decline in assessment 
ratio in Baltimore from 90 percent in 1930 to 64 percent in J 960; 
from 80 percent to 45 percent in Cleveland ; from 50 percent to 23 per- 
cent in Los Angeles; and, from 65 percent to 30 percent in St. Louis.** 
These reductions are particularly restrictive in many States which 
define local school taxing authority in terms of tax rates and even more 
restrictive on the many large cities for which taxing authority is lim- 
ited even more stringently than for other school districts in the same 
State. 

If equitable and reliable assessments are to be achieved, one of two 
courses of action is indicated. The first, statewide administration — 
while vulnerable to many of the same problems as local administra- 
tion—represents a long range hope if not an immediate possibilijhr. 

In the meantime, an auditing function is needed. Perhaps ^te 
agencies can perform such a function adequately, but it is possible that 
the same vested interests and political influences that shape local assess- 
ments may ensnare State agencies as well. Use of private. State certi- 
fied appraisers to ''audit^^ local assessments may be need^, similar to 
the way private C.P.A. auditors regularly review revenues and ex- 
penditures of public agencies. 

Federal Ad 

States, then, have delected unequal grants of power to support edu- 
cation through the creation of local school districts witl; the autiiority 
to tax real property. State aid systems, while nominally designed to 
offset the resulting disparities in revenue raising ability, nave failed to 
achieve effective equalization. What impact has Federal aid iiftd in 
affecting the pattern of allocation of resources for education? 



^AdvlHory Commlmiion on Interffoyeromental Reltttons, State and Local JFi-^ 
nances: Significant Features^ 1966^9^ pp. 8-4. 

^^Rfltlos for 1030 from Sational Municipal Review (December 1981)i pp. 
709: 1960 ratios provided by local officials; 1902 Bales-based sample data. U.S. 
Bureau of the Census, Ceniui of Governments IBSt, Vol, lit TawaUe Property 
Values (Washington, D.G.: U.S. Government Printing Office, 1968). 
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Largely because of the impact of Title I of ESEA, which provides 
close to 40 percent of Federal funds for elementary and secondary 
education, aggregate Federal aid has a decided equalizing effect. Flow- 
ing in greater proportions to districts that are blacker, poorer, and 
more urbanized. Federal aid has provided a small but strategically 
welcome aid to many fiscally threatened school districts. (See Tables 
IX,X,XI.) . 

The quantity of Federal aid is, however, relatively meager. Its over- 
all 7 i)ercent of total public school revenues often ^ts lost in compari- 
son with the State and local revenues with which it interacts. Thus in 
a five-3tate strdy of Federal aid distribution, while Federal aid went 
in larger propf>rtions to central city than to suburban— outside central 
city— artas i*; four of the five States under study, suburbs still aver- 
aged more than $100 higher in total revenues lor education. (See 
Table Xn.) 

The dozens of separate categorical programs with their differing 
educational objectives lack focus and coordination. Financially, many 
of them, serve to reinforce the disparities between "have'' and "have 
not" districts, offsetting to soma extent the impact of Title I. Impacted 
areas aid, of course, is a notorious villain. Vocational aid continues to 
be the captive of the small towns and rural areas, despite the amend- 
ments of 1968. And Federal administrators, rather than posing a 
threat of Federal control of American education, suffer from aebilitat- 
ing inferiority complexes when dealing with their State and local 
30imterparts. 

TabiiE IX. — Comparison of Federal aid programs and State aid for 
scJiool districts in metropolitan areas (fiscal year 1967) 

SUte 
discretionary 
ESEA I Federal funds! Stoteaid 
SMSA's over 500,000 population (per pupil) (per pupil) (per pupil) 

California: 

CC« (N=r/ 

OCC (N=119) 

New York: 

CC(N«6) 

OCC (N=73) 

Texas: 

CC(N=4) 

OCC (N=33; 

Michigan: 

CC(N=1) 

OCC (N=31) 

Massachusetts: 

CC (N=l) 

OCC (N=26) 



$19. 64 


$11.44 


$234. 29 


11. 09 


&92 


275. 78 


5a 90 


U70 


372. 51 


12. 35 


11.44 


494.06 


19.67 


6. 73 


174.26 


12.25 


10.38 


209.35 


37.16 


7.27 


23a i3 


7.86 


6.78 


271.26 


32. 33 


7. 18 


1 236. 00 


7.96 


11. u8 


lia 26 



> ESEA II, NDEA III, VA, vocational edrcatioa, lunch and milk. 
* CC— central city; OCC--oui8ide central city. 

Source: Policy Institute of the Syracuse University Researdi Corp. Project: 
''The Pattern of Allocation of Federal Aid to i;ducation/' supported by Ford 
Foundation grant 690-0506A. 
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Table X.— Comparison oj Federal aid program and Staie aid for 
school districts in 6 largest metropolitan areas ranked by median 
jamily income (1967) 

School districts in 5 SMSA's State 
(suburbs ranked by income discretionary- 
categories) (number of districts FedCTal 
and median famUy income ESEA I funds * State aid 
level) (perpupU) (per pupU) (per pupU) 

Los Angeles: 

(2) High ($12,000 to 
$8,600) $0 $3.60 $230.25 

(17) Moderately Wb 

($8,600 to $7,400) 6.00 7.71 242.04 

(12) Moderately low 

($7,400 to $6,400) 14.39 7.86 272.63 

(4) Low ($6,400 to 

$6,100) - 24.10 1^: 72 380.70 

(1) Central city 

($6,896).— 23.05 4.92 191.63 

New York City: 

(5) High ($17,000 to 

$10>0) 7.17 7.74 338.98 

(13) Moderately high 

($10,500 to $8,000).- 11.86 12.18 494.20 

(18) Moderately low 

($8,000 to $6,500)... 12.88 10.68 505.20 
(7) Low ($6,500 to 

$5,500) 17.12 10.83 684.55 

(1) Central city „ „ 

($6,091) 68.72 8.89 329.74 

Houston: 

(1) High ($8,900 to 

$7,200) - 2.61 9.69 201.60 

(5) Moderately high ^ „^ 

($7,200 to $6,300)-.. 4.03 10.34 179.03 

(4) Moderately low 

($6,300 to $5,000)... 7.40 9.89 167.03 
(3) Low ($5,000 to 

$3,700) 49.69 9.06 243.56 

(1) Central city ^ 

($5,902) 14.32 6.92 172.60 

Detroit: 

(3) High ($14,700 to 

$8,7O0)....l 1.70 3.07 206.68 

(10) Moderately high 

($8,700 to $7,400)... 6.56 6.24 261.07 
(12) Moderately low 

($7,400 to $6,600)... 7.62 6.46 297.90 

(5) Low ($6,600 to 

$6,600) 12.28 7.03 268.46 

(1) Central city ^„ 

($6,069)..... 37.16 7.27 238.13 
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Table IL'-^lomparisan of Federal aid programe and State aid far 
school dvttricte in 6 largest metropolitan areas ranked hy median 
family irwoms {1967) — Continued 



School districts In 5 SHSA's 




State 




(roburbs ranked by income 




discretionary 




categories) (number of districts 




Federal 




and median family income 


ESBA I 


funds* 


State aid 


level) 


(per pupil) 


(per pnidl) 


(per pupil) 


Boston: 








(3) High ($9,400 to 








$9,000) 


$4.31 


$7. 81 


$125. 20 


(6) Moderately high 








($9,000 to $7,300) 


5.16 


12.57 


121.78 


(11) Moderately low 








($7,300 to $6,300)... 


6. 65 


12. 13 


99.73 


(6) Low ($6,300 to 








$6,900) 


14. 93 


9.07 


118. 68 


(1) Central city 








($5,757) 


32.33 


7.18 


236.08 



> ESEA II, NDEA III, NDEA VA, Voefttional Ed., Lunch and Milk. 
Source: The Pdicy Institute of the Syraouae Univvrsity Research Corp. 

Table XI.— <7<w»jp«mw of Federal aid progrcms and State aid for 
scIuhA districts in 6 larae metropolitan areas hosed on percentage of 
nawwhite enrollment {1967) 



State dis- 
cretionary 
Federal 

Districts in 5 largest SMSA's ranked ESEA X funds < Stote aid 
by racial makeup (number of districts) (per pupil) (per pupil) (per pupil) 



New York: 














f8) 16 percent nonwhite or more 


$3a 


89 


sia 


01 


$4ia 


17 


(36) leas than 16 percent nonwhite. 


la 


62 


la 


48 


52a 


62 


Houston: 












(6) 16 percent nonwhite or more 


la 


21 


n. 


38 


19a 


25 


(8) lees than 16 percent nonwhite.. 


19. 


31 


a 


36 


18a 


49 


Detroit: 














^5) 16 percent nonwhite or more 


26. 


86 


a 


07 


285. 


06 


(22) less than 16 percent nonwhite. 


6. 


13 


6. 


87 


272. 


69 


Boston: 














(1) 16 percont nonwhite or more 




33 


7. 


18 


23a 


08 


(36) less than 16 percent nonwhite. 
Los Angeles: 

(26) 16 percent nonwhite or more.. 


7. 


99 


a 


68 


IIZ 


19 


16. 


30 


a 


63 


296. 


26 


(19) less than 16 percent nonwhite. 


a 


28 


7. 


21 


23a 


72 



> ESEA II, NDEA III, VA, Vocational Ed., Lunch and Milk« 



Source: Pdicy Institute of the Syracuse Uniyersity Research Corp. Prolect: 
''The Pattern of AUocation of Pederal Aid to Education." supported by fot& 
Foundation grant 690-0606A« 
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Table XIL— Federal aid and total revenue by central cUy^ ovirJe 
central eiiy^ and nonmetrapolitan areas (1967) 



Stote 



Federal aid 



Total 
revenue 



Percent. 
Federal aid 



California: 

Central city 

Outside central city.. 
Nonmetropolitan 

New York: 

Centra] city 

Outside central city. 
Nonmetropolitan 

Texas: 

Central city 

Outside central city. 
Nonmetropolitan — 

Michigan: 

Central city 

Outside central city. 
Nonmetropolitan 

Massachusetts: 

Central city 

Outside central city. 
Nonmetropolitan 



0) 



$39 


1684 


5.8 


40 


817 


4.8 


54 


641 


&4 


68 


876 


7.7 


31 


1, 037 


ao 


31 


923 


3.4 


38 


. 479 


7.9 


36 


485 


7.4 


63 


535 


11.8 


29 


683 


4.2 


17 


666 


2.5 


30 


629 


4.8 


69 


675 


10.2 


38 


779 


4.8 



0) 



> Not avAilable. 

Despite these and other problems, we believe that the Federal role 
in (rducation can provide a needed stimulus to reform, a lever to move 
far more than the weight of its own slim share of educational finance. 
Our concluding section will contain recommendations to that end. 



Chapter V 
THE ROLE OF THE COURTS 



In the last few months, a powerfal but uncertain force has begun 
to upset the equilibrium of patterns of educational finance. Armed 
with the equal protection clause of the United States Constitution, 
judges m both the Supreme Court of California and a United States 
District Court in Minnesota have invalidated State systems for rais- 
mg and sui>porting their public schools. Coming at a tmie of taxpayer 
revolts against increased spending for education and a growing ais- 
content on^ the part of civil rights and community groups over the 
inequities in existing allocation patterns, these decisions have been 
widely and often wildly welcomed, ^'et we feeir that much of the en- 
thusiasm for these decisions arises from wishful thinking about what 
the courts have done—and it will probably not be long before die 
awakening comes. In short, we womd suggest diat what the courts 
have done is to provide an opportunitv^ not an answer ; a starting point 
for reform, not a solution to the unfai ess and irrationality of edu- 
cational funding in America. Justice iL^allivan's opinion for the 6-1 
majority in the prest^ious California Supreme Court say^r only that 
school finance systems [should not] ^inrimously discriminate against 
the poor [by making] the quality of a child's education a function of 
the wealth of his narents and neighbors." How educational resources 
should be allocatea, however, is a matter for legidatures to determine* 
and the range of permissible alternatives wouldseem to be wide and oi 
mixed value. Let us examine the court decisions and possible remedies 
m somewhat greater detail. 

In Van Du$artz versus Hatfield^ decided October 12. a Federal Dis- 
trict Court wplied the reasoning of Serrano to Minnesota. First, 
Judge Lord found that education is a fundamental right, subject to 
speoal judicial solicitude : 

If the State's objectiv e is a ^general and uniform system" 
of education^ as Article VIII, Secticms 1 and 2 of the Min- 
nesota Constitution declare, it might be wondered whether the 
means chosen are rationally adapted to that goal 

However^ this issue is not reached because, in the present 
case, the stricter test of equal protection is clearly more appro- 

{)riate. This approach requiring close scrutiny of the l^to 
aw by the Court is triggered whenever either a ^fundamental 
interest" is at stake or the Steto has employed a ^^suspect 

(ll») 
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classification." Here both snch factors are involved and mutu- 
ally tdnforce the pupil plaintiffs' attack upon the system.* 

Then, the court held^ that the disparities in funding based upon 
local property base variations and a nonequalizing State aid system 
are constitutionally invalid : 

In a number of decisions over the last 15 years the 
United States Supreme Court has made it plain that classifi- 
cations based upon wealth are suspect. These decisions, con- 
vincingly analyzed in Serranoj are well known and need no 
comment here. What is important to note is that the objec- 
tion to classification by wealth are State created. This is not 
the simple instance in which a poor man is injured by his lack 
of funds. Here the poverty is that of a ^vemmental unit that 
the State itself has defined and commissioned. The heaviest 
burd^ of this Sj^stem surely fall ae facto upon those poor 
families residing in poor districts who cannot escape to pri- 
vate schools, but this effect only magnifies the odiousness of 
the explicit discrimination by uie law itself against aJl chil- 
dren living in relatively poor districtc 

This does not suf^est that by itself discrimination by 
wealth is necessarily decisive. No court has so held. However, 
when the wealth classification affects the cUstribution of pub^ 
lie education, the constitutional significance is cumulative. 

It cannot be argued [denied^ that a quality education en- 
dows its recipient with a distmct economic advantage over 
his less educated brethren. By these standards the inexorable 
effect of educational financing systems as here muntained 
puts the State in the position of making the rich richer and 
the poor poorer. If added to Uiis problem is the problem that 
the parents of children who live in poor districts have also a 
lower income than the parents in wealthier districts, Uien ttie 
dis^aritv may be even more severe than that alleged by 
plaintiffs.** 

Finally, touching upon the implications of the new ruling the court 
made clear that it was not imposing a rigid formula but a rule of 
"fiscal neutrality": 

In iscL it is the singular virtue of the Serrano principle 
that the State remains free to pursue all imamnable interests 
except that of distributing eoucation accoraing to wealth. 
The State makes the argument that what plaintiffs seek here 
is uniformity of expenditure for each pupil in Minnesota. 
Neither this case nor Serrano requires absolute uniformity of 
school expenditures. On the contrary^ the fiscal neutrality 
principle not only removes, discrimination by wealth but also 
allows free play to local effort and choice and openly permits 
the State to adopt one of many optional s^ool nmding 
qrstems which do not violate the equal protection clause.*** 



*rafi DfMorlf V. BatiMi, U.S. District Court, District of Miniiceott. Third 
DlririOD Na $-71 OlT. 248, Pg. 6 ( October 1% 1S71 ) . 
••/Wtf, PC 9. 
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In summary, J udge Loi i ruled as follows : 

The issue posed by the children, here as in Serrano^ is 
whether pupils in publicly financed elementary and secondary 
schools enjOT a right under the equal protection guarantee 
of the 14th Amendment to have the level of spending for their 
education unaffected by variations in the taxable wealth of 
their school district or their parahts. I^iis Court concludes 
that such a right indeed exists and tha^ the principle an- 
nounced in Serrano v. Priest is correct Plainly put, the rule 
is that the level of speiiding for a child's education may not 
be a function of wealth other than the wealth of the State 
as a whole.* 

Were these decisions in California and Minnesota to become the 
law of the land, what alternatives would be open to State lee:islatures 
in the types of systems they could constitutionally adopt? As yet we 
can only speculate, but the following approaches would seem to be 
permissible. 

1. Full State assumption of the c<i6ts of education. 

2. Power equalizing State aid, i.e. State aid designed to com- 
pensate for disparities in local tax bases so that at any level of 
effort every community would raise the same amount of money 
per pupil through the combination of locally raised revenues and 
compensatinji' State aid. 

3. Redistricting school districts in such a way that all had equal 
property valuation. 

4. Aid distribution svstems that, regardless of the revenue rais- 
ing system, insured that educationfu expenditures were either 
equalized in absolute terms or were distributed in proportion to 
a criteria such as educational need. 

The impact of these alternatives is quite different indeed. For ex- 
ample, the first, State assumption of the costs of education will entail 
the raising of additional State revenues. If the increased source of 
funds is a^tate income tax that is progressive in its rate structure, the 
result may be very much in keeping wim the approach to equity in rais- 
ing funds for education preferred by the authors of this report. If, on 
the other hand, a statewide property tax is employed, and the rates are 
higher than the characteristically lower education tax rates of the cen- 
trdi citiesr-^total tax rates are higher in cities thw in other regions of 
States because of the demand for general governmental services — the 
results of Serrano-ty^ litigation would be higher taxation of urban 
areas for education than is currently the case. If the alternative se- 
lected for the distribution of educational services is the equal expendi- 
tures approach rather than some measure of educational need, since 
large ci^ educational expenditure levels tend to be higher than the 
average for the entire State--although they are generally lower than 
most of their suburbs — the results of a school finance case could result 
in no additional urban expenditures and perhaps even a lowering of 
them to a rigidly enforced State norm. In short, the result of one pos- 
sible constitutional alternative — statewide assumption of educational 
costs through a State property tax and a distribution of educational 
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services through an equal expenditures per child formula — cotdd re- 
sult in Idf^T taxation of city residents tor the benefit of education in 
suburban or rural areas. 

Other alternatives would, of course, be more equitable in their effects. 
Baising revenues through the income tax, plus a heavy component of 
educational need in the distribution mechanism, would be in keeping 
with our conception of equal educational opportunity. The point, how- 
ever, is that the impact of Serrano and Van Duaartz is highly uncer- 
tain at this time, and courts and legislatures will need all the wisdom 
they can exercise in working their way through this thorny fiscal and 
educational thicket 



Chapter VI 
RECOMMENDATIONS 



We have attempted in this testimony to summarize how public 
schools are imanoed, but we also have identified the major criteria 
we believe to be most appropriate for judging how equitably the 
present finance scheme is servmg the public mterest. We have based 
these criteria on a definition of equal educational opportunity and used 
that definition as a yardstick against which present local, State, and 
Federal financing arrangements can be measured. 

As the testimony reveus, we find present school finance plans sadly 
dysfunctional in terms of our defimtion of equal educational oppor- 
tumty. Our analysis of the ills of the present system has also sug- 
gested a number of general policy recommendations that, if imple- 
mented, would dramatically reduce the gap between the promise- 
equality and the reality-inequality in America's public sdiools. While 
we do not argue at length for the recommendations in this testimony, 
the rationales for the recommendations are substantially inflected m 
our earlier review of how the present system works. 
1 ref onn in public education must begin at the State 
level. We believe strongly that the fiscal inequities which plague public 
education T.ill never be removed unless States assume complete finan- 
ml refflwnsibility for this vitol State responfflbility. Specifically, we 
favor State action first of all to remove the power local school dis- 
tricts now have to tax i^roperty and adoption, ideally, of a graduated 
State mcome tax sufficient to provide school revenues. B^lity sug- 
gests, however, that a source of government revenue as productive m 
ite yield as the property tex will not disappear, and if this is the case 
we favor Stete assumption of the property tex, including ite adminis- 
tration, at a modest but uniform stetewide property tex rate. 

The Stete would tiiea have to devise criteria with which to distrib- 
ute school funds. We Hvor a basic per pupil distribution with ad- 
ditional amounte for disadvantaged pupils as measured by low apti- 
tude or attainment scores and low socioeconomic stetus. While otner 
distribution plans could be fashioned and other revenue packages 
could be defended, we have suggested general apprmches we fed to 
be worthy of serious public consideration. 

We stress State action because St^ate-local taxes raise $w93 of every 
school dollar and because education is primarily a 8tate^ not local 
or Federal, responsibility. However, we would not deny for a moment 
tnat there is an important role for the Federal Government to per- 
form in redressing the fiscal inequities in education. We summarize 
below our key recommendations, recognizing full well the complex}- 

(123) 
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ties of the issues involved, and again basing the summary recommen- 
dations primarily on the analyses we previously presented of the Fed- 
eral role as it currently operates. 

First, it is clear that the only Federal program now providing sub- 
stantial dollars for ^he public schooling of poor children in ESEA 
Title I. As presently cunded, Title I provides abouts $1 per partici- 
pating child per schcvi day — ^hardly a sum to engender confidence in 
the program's prospects for success. We favor substantially larger 
funding for Title I because it tai^ets Federal dollars on children 
shortchanged by local and State nmding patterns while allowing 
great State and Ipcal discretion in determining the nature of the edu- 
cational program itself . 

Federal regulations now require "comparability" in State and local 
funds as a prerequisite for a school distnct's receiving Federal funds. 
We urge rigorous enforcement of this desirable but sfippery target so 
that Federal dollars — notably Title I— can provide the compensatory 
services for which they were designed, instead of merely filling in the 
holes left by discriminatory State and local funding plans. 

New Federal education programs should feature fiscal arrangements 
which require and/or stimulate State governments to reform their own 
State school finance programs. Specifically. Federal aid should be 
dedmed to encourage State governments to miild State finance plans 
which not only reduce expenditure disparities and move towara full 
State funding, but also take into account the total fiscal effort of 
localities, and pupil characteristics which correlate closely with low 
achievement. Use of those two sets of factors by States would almost 
surely increase the State aid flowing to urban districts, and would 
tend to decrease the possibility that States might balance any Federal 
increase in urban aido^ increases in State aid to suburbs. 

A second part of this same problem is the difficulty of assuring that 
increases in Federal aid are not completely absorbed through salary 
increases for school personnel, or for tax relief. The former can l>e 
partially handled by requiring some sort of proposal from the local 
distict which specifies the educational sevices to be provided with the 
Federal money. The latter problem can partially be handled by con- 
gressional provision that State and local appropriations shall not be 
reduced. However, this does not provide protection against action by 
local tax assessors, who, perceiving new resources available to the 
schools, may lower assessments or fail to raise them in accordance 
with growth of market values, thereby reducing the actual taxing 
power of manv urban and nonurban boards of education which oper- 
ate under fixed maximum rates. 

Finally, we point to a critical inadequacy in the data available to 
the Congress and the public regarding Federal aid to education. One 
of the kev fiscal statistics upon wh^ch Federal policy should be built 
is the affflrregate Federal aid to each local educational a$rency, includ- 
ing all Federal programs aiding public schools. Snch data would be 
extremely useful in identifying the extent to which particular na- 
tional priority, say, urban education, is receiving support at the present 
time. In other words, it would tell us what our policy now is. Unfor- 
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tunately, these data are now available only in crude and incomplete 
form. 

The availability of comprehensive data affects decisionmaking at the 
F^eral level in three ways. First, it provides basic tools and essential 
information by which the Executive Branch and the Gon|pre8B can 
view American education on a nationwide scale and set national pri- 
orities for Federal action. Second, availability of comprehensive aata 
permits the design of realistic programs of Federal expenditures to 
achieve these goals. Finally, it provides a means by which the Federal 
Gfovemment can evaluate the outcomes of program designs both in 
terms of the distribution of Federal fimds and the resulting pro- 
grammatic and a^^gate impact of those funds prior to making new 
policy decisions. iJnta school-by-school data are available on tEe de- 
livery of school services and the allocation of school resources, and 
until such data are meaningfully linked to their effect on dbdldFDn in 
specific classrooms, educationat policymakers will operate through 
hunch and guess rather than through a reasoned appraisal of prob- 
lems and possibilities of public policy. 



Chapter YII 
CONCLUSION 



This report has described and analyzed the financial aspects of in- 
equality of educational opportunity in the United States. It has em- 
phasized the disparities among the level of expenditures in different 
school districts, has shown that these variations are frequently inverse 
to the educational need of different communities, and nas traced the 
ine(]|uities back to their cause in uneaual property tax bases and inef- 
fective State aid equalization formulas. Secent court cases declaring 
financial inequities unconstitutional were discussed, and their impact 
was evaluated. Our report closed with a series of recommendations 
for State and Federal action intended to alleviate the problems we 
described. 

We have not, however, meant to suggest that finances alone control 
the quality of education in America. We are fully aware of the prob- 
lems in educational effectiveness that plague many of the schools of 
the Nation and of the superior education that occurs in many under- 
financed schools. Yet we are firmly convinced that while more money 
alone will not solve the crisis in educational quality, lessening the 
resources available to educators is even less effective in improving 
education. In short, while more money by itself is not the sole answer 
to improving the quality of education available to all Americans, it 
seems to be &r more effective than whatever factor may be considered 
second best. For money buys smaller classes, improved teaching de- 
vices, experimentation, new schools to achieve integration, counseling 
services or near-clinical personnel usage, or whatever other techniques 
research, development and practice find to be most promising. 

But even aside from the question of educational effectiveness, we 
have little patience with those who ask us to prove, as a condition 
precedent to reform, that achieving greater equity in the raising and 
the distribution of revenues will result in improved performance in 
the schools. For the end result of throwing roadblocks in the way of 
change is to support the maintenance of the system of educational 
finance we have described in this report, a system which regularly 

Erovides the most lavish educational services to those who have the 
igheet uicomes, live in the wealthiest communities, and are of ma- 
jority ethnic status. In our eyes, this situation is the very definition 
of inequality of educational opportunity. For a Nation which has 
aspirations toward achieving an educated, humane, prosperous, and 
democratic society, reversing that inequitable pattern of educational 
resource distribution must be at least as high an educational priority 
as the development of new and more effective ways to help all children 
to learn. 
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PREFACE 



American educational finance is characterized by inequities both in 
the way it distributes educational services and in the way it allocates 
the burdens of paying for these services. In particular, large central 
cities are among the areas that are consistently denied educational re- 
sources in proporti(m to their need despite higher overall tax effort 
than in neighboring jurisdictions. 

Becent court cases which have invalidated systems of State finance 
for public education as violations of the 14th iLmendment are unlikely 
to change such inequitable patterns of resource distribution. If States 
assume the financii^ of the current local share of educational revenues 
through broadbased, proportional rather than progressive taxes, cities 
will pay more for education than they do at present. If States distribute 
those revenues back to localities in equal per-pupil amounts, cities will 
frequently get less from the State redistribution than they currently 
spend Jrom local sources. It is entirely possible that revisions in State 
finance that come in the wake of the new legal doctrines may result in 
higher taxes and lower or at best no greater educational expenditures 
for urban education. 

We believe, therefore, that any pro-am of Federal revenue sharing 
that is designed to reach the most senous fiscal problems of American 
public education must be focused on the special fiscal problems of edu- 
cation in large cities and in other areas of^ relatively low fiscal capacity 
for raising educational revenues and high incidence of need for costly 
educational programs. 

^ Such legislation might include a larger proportion of aid being 
siphoned through the /fitle I formula or trough a formula that would 
permit St(;ces to utilize statewide attainment or aptitude test results 
as a means of focusing resources where the problems are the greatest. 
Provisions requiring States to move towara the standard that higher 
local wealth may not permit higher educational expenditures would 
also be appropriate to even out the disparities which characterize cur- 
rent finance patterns. But any provision for educational revenue shar- 
ing which would permit States to distribute Federal educational reve- 
nues according to the historic patterns of State ^ would be disastrous 
in our eyes. The existence of the impetus toward -npe which Serrano ^ 
Van Dusartz^ and Rodriguez have given are ito assuitmce — as our 
anal]pis indicates— that new money will be distributed in OiJer to 
provide greater equality of educational opportunity or greater respon- 
siveness to fiscal need. 
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INTRODUCTION 



This paper grows out of a series of research efforts that the authors 
S T w yeara* both jointly, individu- 

•f i ^ examination of the legal and fiscal dimensions of inequal- 
ities of educational opportunity* ; and 
2. An analysis of the 1970 Census data on financial and demo- 
i»n--f*P ^ ^" metropolitan areas of the Natioa*' 

?^ our fincUngs are therefore varied and involve a 
nf L o tw;hmques, the policy implicatic 3 seem to 

mJ^ eminently clear, and may be stateS ratlier simplv as follows. 

l< iret, American educational finance is characterizeJf by inequities 
-nSioV* T^^*- <**8tribul»8 educational services and in the way it 
allocates the burdens of paying for these services. In particular, large 
central cities are.among the areas that are consistentfy denied educl- 
awZ proportion to their need despite higher overall tax 

IwlS**" neiehbonng jurisdictions. Second, re^nt court cas^ 

^ii ^-""^ '"J'S .fl^^*"!"^ State finance ^r public education 
as violations of the 14th Amendment are unlikely to change such in- 
t^lS P*'^- "2!°"^ distribution. Indeed, it is entirely pos- 
sible that revisions m State finance that come in the wake of the new 
^1 doctrin^ mav result in higher taxes and lower or at b^ no 
greater educational expenditures for urban education. Third, we be- 
Stlnif ? ""^ P«>gf««n of Federal revenue sharing that is 

designed to reach the most serious fiscal problems of Amerilin pub- 

r^^T '""^i^ ®" *be speciaffiscal problems of education 

i«noi^f ^^i'^b exhibit relatively low fis«tl 

capacity for raising educational revenues and which have highS 
dence of need for costly educational programs. ^ 
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Chapter I 

INEQUITIES IN FINANCING THE PUBLIC 
SCHOOLS 



acSL^rin^^^^^ is char- 

distribution ofle hnrd^ofX^X'^'^-^y T** inequity in the 
equality and inequity stenS This in- 

marked different fn throJalitv ofL^T'"? *^' ^"""^ ^^''^ 
school di8tric^ States and SJof.hf^^^^^^^^^ the schools, 

those d spariti4 inequitablelf tS tL ,?nH ^^a* mak^ 

est quality education are freiuentlv fhS^^^ ^'^^ high- 

backgrounds, whUe th^L X coC w"?? advantal^d 
communities and most disadvantS s^Tal i™**"* 'mpoverisEed 

ceivenomoreandfi^uentlyfa?lSthT«.^i^''*'''r!i""^^ ™- 
ices as measured by per-pun^l p J^ffn V^^^^ ®^ educational serv- 
system of distributiSg tKSf^^^ archaic 
which are the most hardpr^d t5 ^^^^ that communities 
in general or for educatK pTrtSiTar P"*'"*' *™ 

which have the highest educatiffi wHo^o . ^ ^"""^ communities 
communities whose needs for tKKt' ^ ^W^^.i while those 
less, or where property tex bJJeTaSt l^'?^^^ P."*'"*' services are 
quently tax theiLlvVfarTss 1^^^^^ 

services. provide superior educational 

lliXPENDITURES 

me^t?a^h'rro?the i^^^^^^^^ "^.^ "^-"^ doc- 

parities in educational q^J ifrafmeasu^'n^ V"^''- the dis- 
tures on education. ^ ^ measured by rhe level of expendi- 

hi^oTfpp^Sx&yX^K^^^^ f«»m a 

While suc*h%tatistiS appear to be (SefTablel.) 
really exceedingly difficult to SfSL.LT^**'' interest, they are 

in the ediu^tioLl fincJsysSSsTfl&cVj ^"^n^ty 
averages by definition, maslf theTaJL of ^o^*^^ ^'''^ Stati 
high and low districts Tn ...rno G?^f * **'?P*'"*'es by averam^^ 
benefits or for sSiSoTheahh SZ!!mS;h.^i^^'''t^ ^"^f""^ 
other than the school system and^S S t^T ^""^ J"risdictiSn 
expenditure statistics. In «>me StSS «?f ^^1?'^ !? school 
spending m a verv narrow r«nn-n XV^ all school districts may be 
there may be va^7dSSeS a£n ^'^''^ »tber Stated 

the State; yet, the tw?K?,^f J*"^ ^l"?''*^ education with^ 
age State^Vendituris coi^^^^^ 'PP^"" ^^i'" ^h^n the aver- 



age btate expenditure is computed. 
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Table I. — Current expenditure per pupil in ADA, pvblk eUmeniary 
and secondary schools, by State 



Xipsndlttm 
nr impUSn 
ADA, 1970-71 

<2) 



P«oent Peceent cbtoi*, 
or 0.8. IWMlto 
tif«ngt 1970-71 



0) 



Alaska 17a 3 isa 1 

New York 1, 370 16a 3 13i. 2 

New Jersey 1, 088 129. 7 HZ 6 

Vermont 1,088 129.7 2ia 9 

HawaiL 1.050 125.1 214 4 

Iowa » 1, 004 119. 7 loa 1 

Connecticut 997 lias 117.7 

Wisconsin 98S 117. 8 13L 4 

MaryUnd 974 110.1 13L 9 

Delaware 954 lia7 105.2 

Rhode IsUnd 961 lia 3 126. 9 

Pennsylvania 948 lia 0 124. 1 

Illinois 937 UL 7 9Z 0 

Oregon 935 11L4 104.6 

Wyoming- 927 Ua 6 8a 2 

Washington 873 104.1 lOa 0 

Minnesota 864 lOaO 99.1 

Michigan 858 102.3 lOL 4 

Montana- 858 102.3 99.1 

Arisona 826 9^3 lOL 7 

Louisiana 808 Oa 3 107.7 

Nevada 804 95.8 85.7 

Virginia 800 95.4 19a 9 

CalBornia 799 95. 2 74. 8 

Colorado 780 9a 0 9Z 6 

Ohio 778 9Z 7 85.7 

Kansas 771 91. 9 97. 7 

Florida 766 OL 2 13a 3 

Maine 763 90. 9 16a 2 

Missouri - 761 90. 7 116. 2 

Indiana-. - 741 8a 3 9a 1 

Massachusetts 735 87.6 6a 0 

NewHampAire 729 80.9 9a 1 

New Mexico 713 86.0 95.9 

North Dakota- 689 8Z 1 8a 7 

South Dakota 688 82.0 85.9 

West Virginia 684 8L 6 161.6 

Ne^nika- 683 81.4 96.3 

South CaroUna 666 7a 2 186.2 

Texas 640 77. 0 96. 2 

Utah 643 76. 6 102. 2 

North CaroUna 642 76. 6 166. 4 

Qeorda 634 76. 6 14a 6 

Kentucky 621 74.0 16a 4 

Oklahoma 606 72. 1 89. 1 

Idaho 696 7a 9 9a 3 

Tennessee 690 7a 3 16Z 1 

Arkansas 678 6a 9 14L 3 

Mississippi 621 62. 1 142. 3 

Alabama- 489 , 6a 3 9a 8 

United States 839 lOa 0 ua 6 



BoafoSrKallrairBdaettlon AMociatkm, RmmkIi DiTlalon, BttfnMUi ofScfml atatiitUt, m-^i. 
iMnh lUport 19ei-R32. WMhinftoD. D.C.: tlM Aaoetetlon, 1901. p. 29* SI* . 

Biport 1970-Rli. Waihinfton, D.C .: tbt AMOdMSon, 1970. p. f7. 
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A second and somewhat more meaningful look at the disparities in 
educational offenngs in the Nation, howler, is to exaSnSSnS S 

State. TaSTlI SiZ^the 

dSri?^ HeVwH? W ^"^"^ ^ f Jo^*! school 

we begin to reach a somewhat more meaningful unit 

«^*«r uniformity of the elSs bSSf 
^^^f^*^"" * ^""^ between States. Also, there^ £ 

actuality far more competition among pupils in a given K than 

St^te "flSftTT P»P?f>'°' New fork and Wy?Zg^tW 
in^1'nh^.S*"' ^^1"^ "LH***" education may wellW'competing 
w T ''^'^ ««hool 4^8tem has givSS 

In effective tramuw:, and the inequalities in educational offering be- 
come more than an abstract unf ainusss. "ucnug ue 

Tamjb n.— Inte rstate diaparitiet in per pupa expendUuret 1969-70 

^ Uir H^fa/lowfaidu 

Colorado flof 22 

Connecticut Jf 

District of Columbia.... 

S^lfe:::::::::::::::::-:------- i'gf 

Hawaii ^ 2.0 

Indiana ^Sf 2*1 $•» 

Iowa. :: , J 2 

Kentucky Ii: *.0 

SSSXiiv/.::::::::::-"-"----- i W 

Michigan. J'Si . J 6 

MinnSoti. : i?i 2.8 

MiMiarippi ::::::: ^ Z4 

MiaBouru. .M:::: , ^ 3.0 

Montana average of groups ... V. i'tiJ f-2 

Nebrjgka average Of group, g J? 

NewHampahire....:::::: J« J 3 

New Jersey, 1968-69 HI ?" f-f 

NewMeiico }'tS 2-' 

New York I": «7 2.5 

North Carolina. I. 2S 

North Dakota county averagei".::::::: ^| 

okiahim":::::::::;:: *-o 

Oregon n;::::: 7.5 

Pennsylvania ..I" J'Sf ?S? |5 

Rhode Island J| 

::::::::::: ''gS iSJ if 
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Tabub II. — Interstate disparities in per pupU expenditures^ 
iStfP-7<?— Continued 



High Low HlfWlovlDdM 



South Dftkota. 1, 741 350 5. 0 

Tamesflee 700 315 2. 4 

Tezu 5,334 264 2a 2 

Utah. 1, 615 533 2. 3 

Vermont. 1, 517 357 4. 2 

Virgtol* . 1,126 441 2.6 

Wtthington 3,406 434 7.8 

West VirginU 722 502 1.4 

Wisconmn 1, 432 344 4.2 

Wyoming. 14,554 618 23.6 



For N«w J«n»r dsU in for fl«al yttr 1909 doe* flmd 1970 date wtn 
For AlMk» d»U rMTMMit rtTMUie papa. 

For Uoataam and NabrMka data art agh and knr of aranca for dlsCrtetii gnmpad by iba. 
For North Dalu^ta data an Bf inwas of axpaodttom of aU Astrlets wlt^ 

Data aia not follr eomparablo batwwn Statas dnea they v basad aiitlreljr on what data tha Indirldaal 
State Inelodad hi thilr •xpanditori pv popfl aoalyslt. 

Soone: Stata nporta and Torbal oontaeta with Stata offlelalt. VS. Saoata Satoet Commlttaa oa Equal 
Edocatloaal Opportunity. 

While as was the case with the interstate comparisons there are 
numerous methodological difficulties, the main thrust of Table II is 
clear: School expenmtures vair markedly within individual States, 
and indeed vary far more within States than they do among State 
averages. While the extreme instances of the hignest per-pupil ex- 

Senditure district spending 20 times the lowest per-pupil expenditure 
istrict (as in Texas) are exceedingly anomalous situations usually re- 
flecting the existence of very rich and very small school districts, dis- 
parities of two to one are characteristic in most States, and variations 
of three, four and five to one are not at all unusual. What these figures 
indicate is that States spend far more on the education of some of their 
students than they do on others. Are those differences contrasts in the 
quality of education or just in its cost ? 

Expenditures and the Qualftt of Education 

Cost differentials account for some of the difference in expenditure; 
different salary levels for teachers of equal quality may explain away 
another portion of the disparity. Yet after all the discounts are made, 
one is left with the belief that disparities of these magnitudes must 
imply substantial differences in the qualitv of education received by 
students within each State. Two tables of statistics may shed some 
slight light on this question. Table III shows disparities between se- 
lected central cities and their ^besf^ surrounding suburban systems in 
terms not only of dollars but of pupil-teacher ratios. While it may be 
difficult to prove statistically that marginally smaller classes improve 
education, try asking any student whether he learns more in smaller 
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or larger classes. In any event, the differences in this table are not 
marcinal— they average abont one-third, and demonstrate, we submit, 
a lukage between expenditures and quality. 

Tabub m.— Comparison of pupU/Uaeher ratio in tdeeUd eaUral cities 

and suburbs, 1967 > 

Loa Angeles 27 lAAi 

Beverly Kilb 

San Francisco sL ^ 

Palo Alto. g ^ 

Chicago g »* 

Evaoston S vJr 

Detroit if 

Qroeae Pointe IH:: g 2fS 

St. Louia g J4f 

University CSty m SfS 

New York City.-- M 

Great Neck S i li? 

Cleveland S 1' 

Cteveland Heights "1^1^"' S 

Philadelphia „. I "I S 703 

Lower Merion 20 733 

TablelVmatethesainepom^ 
tiary affidavit m the most recently succesBfal school finance case, it 
shows the vanation in indicators of school quality amomr the ranm of 
types of school distncts m the San Antamo arat of Tferas. What is 
clw is that the district spending $595 per pupil, compared with the 
distncts spending $3W and $356 per pupU, pays higher salaries, has 
more teachers with advanced trainiiig, has lees uncertified teachers, 
has more counselors proportional to its number of students, and has 
more prof^onal personnel of all kinds relative to the number of 
students. While it may be argued that any one of these factors in itself 
does not mean higher quality education, it seems to us that a reasonable 
inference from the consistency in these five quality variables is that 
the higher expenditure school districts are also offerinir higher qualitv 
education.* r h j 



•nil paper will not addreat to any sobttaBtlAl extent the dJqiaritles In ez- 
penditare* unonf gdiooU within a ctreii achool district CaU In that area la 
?°r. y .^"stworthy. Howerer. one inrenalTe itudj conducted of three Urge 
achool dlstrlcta to New York State and aereral atndlea In other aieaa anggeat 
that while diaparldea do erirt, thej are lelatitelj mild to terma of expcndiSre. 
aeldom raching more than one-tbifd greater ezpendlturea in the hlgheat apendlng 
a^ooU Tis a Tls the loweat expenditure schoola, althooi^ thete are algnlficant 
differencea to the training and aenloritj of ataff to dUTerent achoola. 
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Tabu JV.~The rdaticn$ldp between didriet waUk and edvetOhnal 
quality, Texas eehool dietriclB categorized by equalized property wduo' 
Hon and edeeted indieaiors of edueational quatUy * 





TMit 


Tntm- 1 




wtth 






SdMlid «toMeU froB UHk to 




$SSSm * 


wtth 








papa* 


Pjr 

papas 


popSfs < 


VM* P« 






""pSTSl 

PVPOl 


Alamo Heights 


$595 


$372 


40 


11 


645 


4.80 


North EMt 


468 


288 


24 


7 


1,516 


4.50 




422 


251 


20 


17 


2^320 


4.00 


North Side 


443 


258 


20 


17 


1,493 


4.30 


Hariandale. 


394 


243 


21 


22 


1,800 


4.00 




356 


209 


15 


47 


3,098 


4.06 


1 W%JJ 




cdi Corp^ Sftunm, N.T. 









« V^. DMilet Coivt, WMtm DMilet of Tkm; 8u Antony 
tetJ«nNo.«»-17»-8A. 

NofB.-W>l* ftm oYMMtlvy iOMitrtt of JM 8. B«to ta JM^^ 

DigpAKrnxs and Need 

While disparities may in themselves raise questions about the equity 
of school finance, we believe they are relatively unimportant in and 
of themselves. IHsparities become inequities in our OTes only when 
thev are related to concepts of educational and fiscal need. To the 
authors of this paper, an equitable OTStem would be one in which 
greater educational resources would be allocated to those students 
who come to school with the greatest learning problems and the 
greatest social disadvantage. Ejqiual educational opportunity, in other 
words, means to us an allocation of educational services that is in- 
tended to make it possible, at least insofar as schools are capable of so 
doing, for pupils from low socioeconomic backgrounds to compete 
equaUy for higher educational and job opportumties vnth those who 
come from more advanta^^ walks of lift. Our r«idin^ of the cur- 
rent allocation of educational services sng^rats that this is not the 
prevailing pattern, and that indeed the prevailing pattern is one which 
may best be described as one in which '-tnem as has, gits."* 

The Special Fiscal Psobleks of Large Central Crnss 

The mismatch between educational resources and educational and 
fiscal need for those resources may be seen most clearly in the large 



• FQrtlieruiofe, not only do we maintain tliat tlw dittrllmtlott of educattonal 
serflces denies equal eductttonal cpportonltj ; we maintain that the cotts of those 
•errlcee take a sreater toU from those toes able to pay than It does from those 
who are better off. For purpoees of thia iMiper we wlU confine our analysis to the 
comparative fiscal ctpadty amo&f Jnrtsdletloiis rather than amons Individuals, 
but we believe analysis would tfhow that the seme patteni holds for individuals 
as well as for Jnrisdletioiis. 
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SSwL iLl?^?'^'*^^^^^^ ^ the Northeast and 

w« 3r *° *y ^}*^ some suburban andsome 

nSoTlj *^ metropolises oi the Nation. ^ 

tionslup between low income and ethnic minority status on the^. 

^t^%EX,^T-^^ proportion of low-income famiUes, lanre 
^A^S ur^^" suiTomiding areas by substantial propSrtioS 
20^2^21; iSSS metropolitan an»s, central cities average beS^r than 
eS3P"»«*»«»'7h»te the outl^ areas&ve appr^ 
niateiy 5 percent The percentage of nonwhitertadttits in the a^hnol. 
M considerabty higher t^n that in the «merS pS^Hon in ttSdS 

tET ' proportions of nonwhite families*^ with chadrwiin 
^m^jTl,.?* may be seal in Table V. WhUe Chici^fbr 

^flr 28-pereent nonwhite population, it had a 52^^^ 
SS?2i?LP°VH^ Pop«l«tion; Washington, with a 66-peS 

Tabw v.— iWWe popu&tfum eontwtof with nmahiie tehool 
enroOmtntfor 16 Urgut eiHet: 1960-66 
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Concentrations of low-income families whoee children tend to have 
lower school achievement levels also constitute a higher proportion of 
central city populations than suburban popidations. While the variety 
among suDurbs is marked, the general tendencies come through loud 
and cleai*. Particularly in the largest metropolitan areas of the North- 
east and Midwest, considerably higher proportions of families earn 
under ^,000 in central cities tlmn in the rest of the metropolitan area. 
In short students who are apt to present special leamiiijg problems and 
whose eaucation presumably requires higner resource inputs in terms 
of teaching and counseling time and special programs to compensate 
for environment disabihties are present disproportionately in city 
populations. 

Cities also must pny higher prices for educational goods and serv- 
ices! lAnd acquisition costs, insurance rates, vandalism expenses, and 
nonprofessional persoimel costs all reflect higher costs of livinf^ in cen- 
tral cities. But bulking largest in school budgets are costs for instruc- 
tional personnel, and here a combination of factors has pushed central 
city costs well above those in subnrba Several studies are currently in 
progress which will document this phenomenon, but its elements may 
be stated althou(|^ the tables are not yet available for release. Teacher 
unions have increased urban salaries at a farter rate than salaries in 
outlying regions, particularly by diortening the time required to reach 
maximum i)ay rates. Thus, although starting salaries may be com- 
parable, cities have higher average teacher costs because there are 
TCwer steps in the upward scale. A second phenomenon, that of the 
upward pressure exhibited because' of greater public employee union- 
ism in noneducational services, also mis its impact. Sanitationmen, 
firemoi, police^ civil service employees all bid up public pay scales in 

cities in a familiar round of ^ook now much the are getting.^ 

Li suburban areas, this militant competition is far less prevalent be- 
cause of lower service levels and less union organization. 

Tabu VI.— Per capita total ezpendUureSf 1957-70 

i«7 tm 



Cmtral dtlM of Artit In tatftn- C«itral cMm of Jatm tn mttro- 
ttaodanl oMtro poUtan aiMi itMidtrd motro- 
pcdltoo I ' 



NortheMt: 

Washington, D.C 

Baltimore. Md 

Boston. MtM 

Newark, N.J, 

Patenon-Clifton- 

Pattaio,N.J 

Buffslo, N.y. 

New York City. N.Y... 

Roehflrter, N.Y. 

PhiladelphiiL Pa. 

Pittsburgh, Pa 

Pjrovidenee, R.f 

Sot footmote At tnd of tible. 



ititio* 


oaliido tbi ooD- 


poUton •Utig' 
tiealMMt 


oatakU tho ooii- 
tnldtlMi 


$239 


$131 


$1, 000 


$425 
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142 


638 


349 


273 


181 


531 


865 


243 


181 


735 


441 


155 


187 


881 


381 


193 


210 


528 


520 


257 


20O 


894 


644 


200 


190 


099 


548 


165 


138 


495 


325 


188 


128 


450 


809 


100 


99 


892 


266 
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Tabu: VI.— Per capita total expenditures, i557-7(?— Cmitinued 



M« 1870 

•SS.^'^illSj!.' CentrddtlMof Aims In metro- 

iUndud metro- poUUn tnu lUndird metro- noUtin tmu 

um arati tnldUM' tInltraM tnldUMi 



Midwest: 

Chicago, 111 202 142 i7q sko 

Indianai«)li8,Ind m lo7 Im 

KSat^M^:::::: ili iff g? 

Z l?l 1 

aeveland, Ohio 183 m ^lo *m 

OolumbuB^ Ohio 166 156 398 

Dayton dhio... 167 m 434 3S 

^Milwaukee, Wis 229 210 562 ^ 

?a'i-i2.VeWsbu,g-- 

ACta-.-Ga.:::::::::: IfS Z S l?g 

Louisville, Ky. i§i 554 816 

New Orleans, La 163 120 114 SSk 

Houston, Tex 155 187 - 306 807 

wSt! ' 244 258 

Los Am 



B^cE, Calif.. ..... 267 203 624 529 

San Bernardino, River. 

side, Ontario, Calif.. 296 192 624 529 

San Diego, Calif 191 ,09 ul iro 

SanFrancisco-Oaldand 

Calif.. 223 230 768 596 

Denver, Colo 214 147 Am qha 

Portland, Oreg ^3 131 ^ \%l 

Seattle-Everett, Wash.. 174 142 524 irf 



Total 196 155 523 



384 



(212) (170) (600) (419) 



> That ii the tubarban rins. 



Higher costs in the school system are but a part of the overall finan- 
cial problem of the central cities. Perhaps their greatest problem in 
raising educational revenues derives from the far higher costs they 
must bear for general public services than much less densely populated 
areas. The rdl of urban public needs need not be called: let some sim- 
ple overall statistics summarize. While central cities m the largest 
mrtropohtan areas average $J00 per capita in total local public ex- 
penditures for al services, outside central city area total expenditures 
in those metropohten areas average only $419 per person. (See Table 
VI.) Thus the tax dollar in the city must support a far heavier burden 
for noneducation services in cities. Education dollars are, therefore. 
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&r harder to raise than in suburbs. The result is that while roughly 
30 percent of city expenditures are educational, suburbs devote more 
than 50 percent of their budgets to their schools. (See Table VII.) 
There seem to be at least two implications of this situation. Most 
obviously, the pressure for general public services makes it more dif- 
ficult for cities to meet their pressing educational needs than for the 
suburbs. 

Table VII. — Edv^aivm expenditures as a percent of total expenditures^ 

1957-70 



loffr 



1970 



Central cities •( Anu In metro- Cantrsl cities ot Areii In metro- 
standard metro- poUtan area standard metro- poll tan areas 
politan statls- outside the csn- politan statls* oatside the cen- 
tlcal areas traldtiei! tlcalareas tnldtiesi 



Northeast: 

Washington, D.C 

Baltimore, Md 

Boston, Mass 

Newark, N.J 

Paterson-Clifton* 

Passaic, N.J 

Buflfalo, N.Y- 

New York, N.Y- 

Rochester, N.Y 

Philadelphia. Pa 

Pittsburgh, Pa 

Providence, R.I 

Midwest: 

Chicago, HL 

Indianapolis, Ind 

Detroit, Mich 

MinneapoUs-St. Paul, 

Minn 

Kansas Citv, Mo 

St. Louis. Mo 

Cincinnati, Ohio 

Cleveland, Ohio 

Columbus. Ohio 

Davton, Ohio 

Milwaukee, Wis 

South: 

Miami, Fla 

Tampa-St. Petersburg, 

Fla 

Atlanta, Ga 

Louisville, Ky 

New Orleans, La 

Dallas, Tex- 

Houston, Tex 

San Antonio, Tex 

See footnote at end of tahle. 
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61 


38 
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41 
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41 
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38 
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48 


70 


28 


33 


38 


38 


35 


59 


40 


56 


42 
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46 


60 


43 


84 


50 


77 
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Table VII. — Education expenditures as a percent of total 
expenditures^ iP57-7(?— Continued 



poUUnsUds- oatsldetbttcoa- poUtaa statis- outtldt th« etc- 
ticAlaraa tnacltl«i tIcia«r«M tralcltlcsi 



West: 
Los Angeles-Long 

Beach Calif 37 45 

San Bernardino, River- " 

side, Ontario. Calif— 50 42 42 11 

San Diego, Calif. 38 48 5ft Ift 

San Francisco-Oak- ^® *® 

land, CaUf 29 49 27 11 

Denver, Cdlo 34 50 34 2? 

Portland, Oreg 37 61 ?o Ss 

Seattte-^verett, Wash. ^ ^® 



Total- 



^ That la the anhurban rlsf . 
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46 
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50 


42 


42 


38 


48 


38 


29 
34 


49 


27 


50 


34 


37 


61 


39 


33 


61 


29 


32 


53 


36 


(29) 


(51) 


(31) 



58 



56 
(63) 



But more important for the workings of school finance formulas, it 
suggests that the usual measure of the capacity of a district to support 
educational services should take into account this consistent pattern of 
municipal overburden. One of the reasons for the lower leveb of State 
aid that have traditionaUy gone to central cities has been the fact that 
formulas measuring comparative need were based on the per-pupil 
value of taxable real property in the school district. Since cities t^d to 
have tax bases equal to or greater than their neighbors when computed 
on this basis, equalizing aid formulas helped the outside and rural 
areas more than the "richer" cities. But when one takes into account the 
greater variety of claims against the urban tax base noted above, real- 
istic btate aid formulas should use a more meaninrful measure of fiscal 
capacity If they are to recognize the unique plight of the large cities. 
Une method is to reduce the effective capacity for education by dis- 
counting the tax base by the proportion that goes for noneducational 
fiinctiona Another approach is to divide the tax base by total popula- 
tion rather than students, thus recognizing that education, like all other 
public services, is a public good of benefit to the entire community, not 
]ust the pupils, and that the measure of wealth relates to all the citi- 
zens, not ]ust to students. The effect of a per-capita measure rather 
than per pupil is to depress the apparent wealth of central citijs and 
ovSurden"**"^ ** recognizing the familiar problem of municipal 

A third approach to the problem of recognizing the special urban 
fiscal problem might be to take into account the greater tax effort of 
cities by utilizing their total tax rate ( taxes for all local public services) 
when computing their effort rather than simply their educational taxes. 
The result would be to show that total suburban tax rates for all 
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services were only 80 percent of those in the large core cities. (See 
Tables VIII and IX.) To date, however, State aid formulas have 
not incorporated techniques to recognize these urban financial prob- 
lems, although they have been proposed for some time by fiscal 
reformers. 

Table VIII.— Per capita tazea, 1957-70 



ig67 1970 



Centnd cltiM of Areas In metro- Central cities of Arees in metro- 

stftndard metro- poUtan areas standard metro- poutan areas 

poUtan statto- outside the oen- poUtan statls- outside the oeu- 

tJcal areas tral cities i tlcal areas tral cities > 



Northeast: 

Washington, D.C 

Baltimore, Md 

Boston, Mass 

Newark, N.J 

Paterson-Hifton. 

Passaio, N.J 

Buflfalo, N.Y 

New York Gty, N.Y-- 

Rochester, N.Y 

Philadelphia, Pa 

Pittsburgh, Pa 

Providence, R.I 

Midwest: 

Chicago, 111 

Indianapolis, Ind 

Detroit, Mich 

Minneapolls-St. Paul, 

Minn 

Kansas City, Mo 

St. Louis, Sfo- 

Cincinnati, Ohio 

Cleveland, Ohio 

Columbus. Ohio 

Dayton, Ohio 

Milwaukee, Wis 

South: 

Miami, Fla 

Tampfi^t. Petersburg, 

Fla 

Atlanta, Ga 

Louisville, Ky - 

New Orleans, La 

Dallas, Tex 

Houston, Tex 

San Antonio, Te^c 

West: 
Los Angeles-Long 

Beach, Calif 

San Bernardino, River- 
side. Ontario. Calif.- 

San Diego, Cahf 

San Francisco*Oak- 

land, Calif 

Denver, Colo 

Portland, Oreg 

Seattle-Everett, Wash., 

Total 
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113 
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294 
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115 


76 


227 


152 


105 


69 


253 


157 


98 


76 


267 


174 


137 


65 


251 


134 


106 


98 


296 


230 


SO 


72 


198 


162 


126 


52 


264 


143 


126 


104 


306 


179 


132 


94 


221 


160 


78 


47 


170 


95 


98 


44 


252 


122 


92 


59 


181 


119 


62 


38 


148 


93 


101 


43 


211 


107 


85 


70 


181 


172 


54 


26 


102 


77 


155 


102 


329 


272 


141 


81 


261 


257 


93 


76 


206 


198 


140 


111 


436 


305 


131 


68 


272 


180 


135 


66 


260 


153 


81 


48 


203 


163 


117 


80 


258 


190 


(132) 


(93) 


(289) 


(223) 



1 That It the tuburtMiii rlnf . 
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Table IX. — Taxes as a percent oj income, 1957-70 



ERIC 



1W7 



1970 



Central dtlM of Areas In metro- Central dtiee of Araat in metro- 

stanuard met^o* poUt&n arete standard metro* poUtan areas 

poUtan statlt- outside the oen- poUtan statla- ontslde the oen- 

Ucal azeas traldUaet Ucalaieaa traldtlei> 



Northeast: 

Washington. D.C 

Baltimore, Md 

Boston, Mass 

Newark, N.J- 

Paterson-Clifton- 

Passaic, N.J 

Buffalo, N.Y 

New York City, N.Y- - 

Rochester, N. X- 

Philadelphia, Pa- 

Pittsburgh, Pa 

Providence, R.I 

Midwest: 

Chicago, 111 

Indianapolis, Ind 

Detroit, Mich 

Minneapolis-St. Paul, 

Minn 

Kansas City, Mo 

St. Louis, Mo 

Cincinnati, Ohio 

Cleveland, Ohio 

Columbus. Ohio 

Dajrton. Ohio 

Milwaukee, Wis 

South: 

Miami, Pla 

Tampa-St. Petersburg, 

Pla- 

Atlanta, Ga 

Louisville, Ky 

New Orleans, La 

Dallas, Tex 

Houston, Tex— 

San Antonio. Tex 

West: 
Los Angeles-Long 

Beach, Calif 

San Bems* "^ino, River- 
side, Ontario^ Calir— 

San Diego, Calif- 

San Francisco-Oak- 
land, Calif 

Denver, Colo 

Portland. Oreg 

Seattle-Everett, Wash. 

Total 



1 That ia the suburban rlnc. 
•NotatalUble. 
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The result of all this is that despite their more costly student poD* 
ulations, higher costs for things that schools must purchase, and dim- 
culty in freeing dollars f .om other urban functions to use for educa- 
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tion, central cities in many areas spend less than their suburban neigh- 
bors and at best do slightly better than break even. Given the massive 
costs which have been estimated for effective compensatory educa- 
tional programs, the cities are receiving grossly inequitable treatment 
in relation to their greater educational and fiscal neeas. (See Table X.) 

Table X—Per capita and per pupil edwational expenditures^ 1957-70 



19S7 1970 



Centrilclttei of Aiwi In metro- Central citiM of Ami In metro- 

stantUra metro- polltan atsm stMiderd metro- poUtan wees 

INdltan statlt- oatdde tbe cen* poUtMistfttit* oatdda tbe oen- 

ticalveM tr«lcitles> tlealireea trtldtleBi 



Northeast: 

Washington, D.C $261 $244 $1,325 $1,021 

Baltimore Md 222 215 1 042 060 

Boston, Mass 139 177 952 665 

Newark, NJ. 216 205 1, 069 1, 030 

Paterson-Clifton- ' 

Buffalo, N,Y 165 261 933 1 155 

New York Qty, N. Y.. 215 332 1, 504 1 419 

Rochester, N. Y 225 325 1 416 1 371 

Philadelphia, Pa 174 203 1 145 1 000 

Pittsburgh, Pa 154 ISO 807 853 

Providence, R.1 139 146 1,000 741 

Midwest: 

Chicago, lU i58 199 935 900 

Indianapohs, Ind 144 194 735 805 

Detroit, Mich, 177 261 989 1,092 

Minneapclis-St. Paul, ' 

Minn- ... 154 284 994 1, 033 

Kansas City, Mo 169 194 710 776 

St. Louis, Mo 176 187 926 842 

Cincinnati, Ohio 

Cleveland, Ohio 210 195 1, 577 """947 

Columbus. Ohio 133 179 665 688 

Davton, Ohio^ 165 171 801 690 

Milwaukee, Wis 183 250 1, 040 1, 092 

South: 

Miami, Fla . . . 202 202 1, 058 1, 058 

Tampa-St. Petersburg, 

^.F'*:-;,- 162 890 890 

Atlanta, Ga 218 191 928 827 

Louisville, Ky 

New Orleans, La 126 " " 123 685 624 

Dallas, Tex 142 156 676 684 

Houstfn, Tex 140 185 639 756 

San Antonio, Tex 123 198 564 744 

West: 
Los Angeles-Long 

Beach, Calif 193 226 910 900 

San Bernardino, River* 

side, Ontario^ Calif— 267 232 1,077 913 

San Diego, Calif 186 227 759 894 

San Francisco-Oak- 
land, Calif 209 264 722 1. 086 

Denver, Colo 170 196 904 707 

Portland. Oreg 188 213 974 938 

Seatwle-Everett, Wash. 160 275 938 1,015 

Total 183 211 



^ That li the lubnrbtn rtnf . 
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One mterestmg table drawn from a recent study of New York State 
shows the problem graphically. It divides city and noncity school dis- 
tncts of similar per-pupil property valuation and shows that in vir- 
tualljr every cell of the table, cities have lower educational tax rates 
but higher total tax rates, receive generally less State aid and end up 
with somewhat lower expenditures for a pupil population that has 
more than twice as many children scoring at least two grade levels 
behmd the State norm in reading, and more than three times as many 
children from families receiving AFDC payments. 
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Inequitieb in Educational Finance Ouibide the Laboe Citces 

T^ile this pai)ep has emphasized the central city problem, we do 
not beheve that it is the only area of inequity in American educa- 
tional finance. School districts outside central cities, both within 
metropolitan areas and in more rural nurions, exhibit some of the 
same patterns of inequity. Table XII is iflustrative. A randomly se- 
lected sample of school districts in five major metropolitan areas, ex- 
cluding the central city districts, shows considerable disparities in the 
level of school expenditures. Far more important, however, is the rela- 
tionship between the property valuation of these districte and their 
exj^ditures. With <mly one minor deviation among all four.categories 
in five States, the richer the districts, the more they spend on ^uca- 
tion. In short, according to our view that public education should off- 
Mt socioeconomic disparities, to the extent that socioeconomic status 
follows the differences in property valuation in these ^burban school 
districts, school finance patterns exacerbate inequality of educational 
opportumty. 

But we have already noted that the inequity in school finance lies 
not only in the way it distributes educational services. It lies also in 
the wav it raises funds to pay for those services. Relying ahnost ex- 
clusively upon the property tax for locally raised revenues, education 
IS subject to the massive disparities in tax base that characterize 
American local govemmenta Examples of the range may be seen on 
Table I*. The consequence of such differrace is that districte rich in 
proi>erty may levy relatively low tox rates and yet raise far more pro- 
portionately than districte with smaller tax bases. An example of what 
these patterns can produce may be seen in T.*ble XIII, which draws 
upon a random sample of Texas school districts. Taxpavera fortunate 
enough to live in the wealthiest districte can raise neariy 10 times as 
much with a rate only half that of the poorest districts. It would be 
hard to develop a definition of equity in taxation tiiat could justify 
such a system. 



*See ptge ISi. 
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Tabub Xm. — The rdaticnBhip of district wealih to tax efart and tax 
yidd} Texas aehool dittrict$ eaiegarized iy egualiud property valuee, 
equalized tax ratee, and yidd of rates 





ontim 


toSSSSoTMtoCTaliM) 


Above $100,000 (10 distiioti) 

$100,000 to $50,000 (20 dktrieU) 

$50,000 to $30,000 (30 dittrieto) 

$30,000 to $10,000 (40 dtotrtote) 

Bdow $10,000 (4 dktriato) 


$a3i 

.38 
.65 
.73 
.70 


$585 
903 
213 
103 
00 
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Chapter II 

THE EMERGING LEGAL DOCTRINES 
AND THEIR IMPLICATIONS 



* *® inequity that we have traced are easy to identify. 
First, States have created school distncte with capacities to raise reve- 
nuM for education that vary from district to district and bear Uttle 
?iSrl!!^*i*°o.*? educational needs of different pupil por- 
tions Second, State aid formulas, while nominally eqiSnS"Ks 
failed to compensate for the inequitable patterns of tiiaMep^perty 
and educational need. While these problems have been recoeiia^fo'r 
some time, hardened pohtical coalitions have protected the self-interest 
of comniuniti^ that have benefited from tfe current system. Since 
August 30, 1971, a new hope has uispired those who have souirht to 
revise the present systems of educational finance. For on that dsv. the 
pr^iipous Supreme Court of the State of California held that the 
system of State educational finance was unconstitutional because it 

mvidiously discrimmate[d] against the poor [by making] the qual- 
ity of a child^ education a function of the wealth of his parents and 
neighbors. ' While Serraru) versus Priest has not furnished iruidelines 
as to what type of educational finance system will satisfy the Constitu- 
tion, It has made clear that the quality of education may not be a func- 
tion of variations m local wealth. 

If S^rano becomes the law of the land, and to date it has been 
adopted as the appropriate interpretation of the 14th Amendment in 
Federal courts in Minnesota and Texas to invalidate State school fi- 
nance laws, the alternatives open to legislatures would seem to include 
at least the foUowmg : 

1. Full State assumption of the coste of education 

2. Power equalizing State aid, i.e. State aid designed to com- 
pensate for disparities in local tex bases so that at any level of 
effort every community would raise the same amount of money 
per pupil through the combination of locaUy raised revenues and 
compensating State aid. 

3. Kedistncting school districts in such a way that all had equal 
property valuation. ^ 

4. Revenue distribution systems that insured tiiat educational 
expenditures were either equalized in absolute terms or were dis- 
tnbuted in proportion to a criteria such as educational need. 

While the authors of this paper have themselves been a part of study 
teams that have sought to develop State systems of finance that would 
utilize mMSures of educational need of a ompensatory nature, we fear 
that the direction that change may take in the post-Serrano period 
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will be that of providing essentially eq^ual expenditures for all chil- 
dren financed from a broad based statewide tax system of proportional 
rather than progressive rates. Despite the widespread enthusiasm th^«c 
the California, Minnesota, and Texas cases have raised throughout ^>he 
Nation, it is our belief that finance reform of the type just descrilied 
will not result in removing the major inequities in American educa- 
tional finance and on the contrary may well exacerbate the problens 
of a substantial proportion of urban schools. 

Effects of State Assumfhox of Costs anu Equal Per Pupil 
Revenue Distributiox 

Our analysis consists of applying a system of the type described 
above to the central cities of the 37 largest n etropolitan areas. To 
evaluate the tax implications, we have calculated the total cost to the 
State of assuming the local share of educational revenues for the State 
in which the city is located, allocated the burdens of paying for those 
costs on the basis of the proportion of the State's disposable income 
located in those central cities, and shown tlie tax burden for education 
in those cities as a percentage of income. While the tax model we have 
posited would use an income tax of prop3rtional rather than progres- 
sive rates, essentially the same results iv^ould have resulted from any 
broad I ased^ nonprogressive tax sucli as a statewide sales or property 
tax. Ax Table XIV indicates, the results are rather sobering for those 
concerned about the urban financial crisis. In three-fourths of the cities 
in these large metropolitan areas, schocl taxes would rise, and of the 
six exceptions to this tendency, three are located in a single State, 
Okie, and In a fourth the tax rates would remain virtually the same. 

T)»e expenditure implications, however, are even more jarring. For 
this aspect of the analysis, we have assumed that the local share of 
revenues assumed by the State would -be redistributed on an equal 
per-pupil basis through the State. (While we have not taken into 
account the State and Federal shares of revenue in this study, we 
are confident that the patterns would be essentially the same based 
upon the pattern of expenditures noted in the earlier section of this 
paper.) Columns three and four show the results. Nearly twice as 
many central cities would receive lower expendif.ures from the States 
under equal statewide per-pupil distribution of funds than they pres- 
ently receive under the existing revenue structure. In a number of 
cases, for example New York City, the proportioa of income taxed for 
educational purposes would rise from 2.5 percent to 3.1 percent, yet 
the expenditures from local sources that were $^94 in the 1970 school 
year would drop under an equal per-pupil statewide redistribution 
of the State assumed local share to $636. In short, not only would New 
York be paying more, under equal per-pupil statewide redistribution, 
it would be receiving less. 

The last column on Table XIV makes another disturbing point. It 
shows what the local expenditures would be were cities to apply the 
new statewide tax rates to their tax base and keep the resulting reve- 
nues for school purposes instead of paying them into the State pot. 
In four-fifths of the cases in the largest 37 metropolitan areas, cities 
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Tablb XW.~Tax effort and expenditures imt^ieatims und^ State 
assumption and equal per pupil aistriiutwn 



Percent of Income toied 
tor achool purpoM 



1970 



Undar 
SUte 
AMunptlm 



LocAl expondltnm per pupfl 

expmditurei 
Statewide under 
,ffm itAtewlde 
1970 etpendltoni tax rmte* 



Northeatt: 

Baltimore, Md a 4 a 7 

Boeton, Maw 2L5 a 6 

Newark, N J a 4 a 8 

P&t^rson-Clifton- 

PaaaaiCiNJ (f) a 8 

Buffalo, N. Y. L 6 a 1 

New York City. N. Y. Z 6 a 1 

Rocbeater, N. Y a 0 a 1 

Pbikdelphia. Pa ZO Z7 

Fittaburgh, Pa Z 6 Z 7 

Providence, R.I Z 9 Z 8 

Midwest: 

Chicago, ni L 4 a 3 

Indianapolis, Ind Z4 Z8 

Dctrdt, Mich Z 1 Z 9 

Minneai>o]is-St. 

Paul, Minn Z 3 a 3 

Kansas City, Mo a 0 

St. Louis, Mo Z 7 a 0 

(^einnati, Ohio 4. 6 a 4 

Cleveland, Ohio 4. 8 a 4 

Columbus, Ohio a 0 a 4 

Dayton, Ohio a 7 a 4 

Milwaukee, Wis a 4 4. 3 

South: 
Miami, Fla. (Dade 

_ County) 1. 6 L 8 

Tampa-St. Peters- 

^ burg, Fla L 3 L 8 

Atlanta. Qa Z4 L6 

Louisville, Ky L 6 L 6 

New Orleans, La L 5 1. 9 

Dallas, Tex z 2 

Houston, Tex Z2 

San Antonio, Tex Z 2 

West: 
Log Angeles-Long 

ftch, Calif Z 9 

Sau Bernardino, River- 

side, Ontario. Calif Z 9 

San Diego. Calif. Z 9 

San Francisco- 
Oakland, Calif Z 5 Z 9 

Denver, Colo a 3 4 3 

Portland. Oreg Z 3 Z 0 

Seattle-Everett, 

Wash 1.7 Z 3 



$444 

522 
587 

^ 

694 

397 
444 
596 
701 

307 
415 
439 

582 

m 

422 
677 
749 
479 
632 
599 



8 

709 
667 
442 

436 



$538 
632 
707 

707 
636 
636 
636 
446 
446 
477 

600 

377 
396 

429 
408 
408 
490 
490 
490 
490 
573 



383 

383 
175 
191 
212 
275 
275 
275 



433 

433 
433 

435 
507 
672 

328 



$486 
741 
648 

797 
662 
863 
727 
593 
650 
678 

754 
495 



835 
428 
469 
499 
530 
546 
568 
708 



324 

315 
350 
343 
325 
409 
364 
259 



531 

403 
423 

817 
864 
980 



> UeiU ftfeatiM that wpuM be tnurated if tiie itetewide ntM 
tlHM imtei wan ritalned for local etpenditnie. 
* Noi ooBipiiedt 



ware appUed bat Um nmiiei railed by 



156 



would have had higher revenues than they receive under a ^t«tj, ru,. 
hS^' ' ^ under our revenue-expenditure model educa 
01 tiie C)tate. iLe reason for this phenomenon lies in the anftlvflia ol 

"StXx^X^^ ^^'T '"i" paper wiii'^^^^^^^^^ 

^ty tax rates for education were lower than in the surrounding areas 

Sndifn^ Pf"""? metropolitan ai-eaa The explanation for the 
SSroW ft*^ "Jf ^'f City educational costs are 

l^a^Z than those in other parts of the State; and, while 

S«Hn T '^^'^'"^ '^^.^ ^« ^'^^ ^« added costs 'and ^ter 
!l i ''^^ '^H''^' are higher than expenditures iSruSl 
Slt o J'^K^'^^.r^^^^^ Certainly, city ^ool expenditures 

nf .if k ^1 tf^n statewide average of districts, and thus cities lose 
or only break even m plans that have equal per-pupil expenditures 
throughout the State or which "level up'' to tfie State aveiige. 

10 show the impact of our tax-expenditure model on cities and their 
suburbs, we took a random selection of 13 of the 37 largest metropoli- 
tim areas, and looked at a large central city and its suburban county, 
( We were unable to complete calculations for the entire outside cen- 
tral city area.) Table Xv displays the comparative tax rate effects, 

SIX of the eight large cities in the Northeast and Midwest, subur- 
ban taxes would rise under State assumption, but the rise would be 
markedly less than in the cities in most cases. Both areas would be 
redistributing to non-metropolitan areas or to the least urbanized por- 
tions of metropolitan areas. In the South the tax impact of statewide 
assumption would permit the suburban counties in both metropolitan 
areas to reduce tax effort for education, while the cities would get either 
a lesser degree of tax relief or none at all. In the West, all three cities 
would have their tax effort increased, while that would be the case for 
only one suburban county. 

Table XV. — Local school tax effort (taxes as a percent of income) 

1970 State assuxnp- 

1970 ctty suburban tlon a«' d tax 

tax effort tax ^ort effort 

Northeast: 

Boston, Mass-Norfolk 2. 5 a 5 3. 6 

Newark, N. J.— balance Essex 3. 4 2. 5 3. 8 

, New York City, N.Y.- Westchester 2. 6 2. 8 3. 1 

Midwest: 

Indianapolis, Ind.— balance Marion 2. 4 a 4 2. 8 

Minneapolis, Minn.—balance Hennepin. . 2. 3 2. 5 3. 3 

St. Louis, Mo.-St. Louis 2. 7 2. 4 3. 0 

Cleveland, Ohio — balance Cuvahoga 4.8 3.7 3. 4 

Milwaukee, Wis.— balance Milwaukee™. 3. 3 a 6 4. 3 
South: 

Atlanta, Ga.— balance Fulton 2. 4 a 2 L 6 

Louisville, Ky.— balance Jefferson L 6 2. 3 1. fi 

West: 

Oakland, Calif.-Alameda 2. 7 a 0 Z 9 

Denver, Colo.- Jefferson 3. 3 2. 8 4. 3 

Seattle-Everett, Wash L 7 2. 6 2. 3 
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Table XVI shows the comparative central city-suburban expenditure 
i-esults. The first two columns show the Northeast and Midwest phe- 
nomenon of central cities spending somewhat less than their suburban 
counties. (Since this table deals with the suburban areas nearest the 
central cities, it omits the rural portions of metropolitan areas which 
depressed the suburban expenditure levels in t'le analysis in Part I of 
the paper.) After equal per-pupil distribution of the %ate assumed 
local share, the third column shows the new statewide expenditure levels 
from what were formerly local revenues. Only two of the eight North- 
eastern and Midwestern cities gain, while only one suburb does. And 
the rates by which the. suburbs exceed the State average are substan- 
tially higher than in the cities. The last two columns show what local 
expenditures would be, were the new statewide tax rates applied and 
the revenues retained in the local jurisdiction. 
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The foregomp tax expenditure analysis should, we believe, be seen 
af a warning to those who have uncritically hailed the new cases and 
proposals that call for State assumption of educational costs by pro- 
portional taxes and a reduction of expenditure disparities. Our study 
suggests, we further believe, some policy recommendations for State 
action : 

To devise educational finance plans that will match resources 
to need by recognizing the higher costs; 

1. of pupils with learning disadvantages; 

2. of areas which have heavier than average fiscal responsi- 
bilities; ^ 

3. higher than average cost of living levels ; and, 

4. that draw their revenues from tax plans that are charac- 
tenzed by progressive rather than proportional rates. 



Chapter III 



IMPLICATIONS FOR FEDERAL EDUCATION 
REVENUE SHARING PROGRAMS 



But while we hope that States will adopt programs in line with the 
suggestions we have made, we are not sanguine about the possibilities. 
Tlie rword of the States in recognizing the special needs of arban areas 
or the higher educational requirements of educationally disadvantaged 
pupil populations is not noteworthy. Indeed, it is the small butim- 
portant share of educational financing that has been contributed by 
the Federal Government that has been the most effective fiscal con- 
tobution to equal educational opprtunity in American school finance. 
The contrast among two types of Federal aid programs and State aid 
to education may be seen in Tables XVII and X vTEL 

Table XVII— Comparison of Federal aid programs and State aid for 
school districis in metropolitan areas, 1967 

Stote 

g(IO,00Q population (per pupU) (per pupU) (pwptt^ll) 

California: 

Central city (N=7) $19. 64 $11 44 «234 20 

Outside central city (N= 119) 11.09 S. 92 275 78 

New York: # o 

Central city (N=5) 53. 90 13. 7^^ 372. 51 

Outside central city (N=73) 12. 35 11. 44 494. 06 

Texas: 

Central city (N=4) 19. :r 5. 73 174^ 26 

Outside central city (N=33) 12. 26 10. 38 209 35 

Michigan: 

Central city (N= 1) 37. 16 7. 27 238. 13 

Outside central city (N=31) 7. 86 5. 75 27 L 26 

Massachusetts: 

Central city (N=:l) 32. 33 7. 18 236. 00 

Outside central city (N=26) 7. 95 11. 58 lia 26 



> B8EA n, NDEA III, VA, VocAtiontl Education, hinch and milk. 
Source: The Policy Institute of the Synumae UnlTeraity Research Corp. 

(161) 



8a-418 0^72 12 



162 



Tablb Xyill. — Ccmpariaon of Feda'al aid programs and State aid Jar 
school districts in 6 large metropolitan areas hosed on percentage of 
nonwhite enrollment 



SUta discretSonvy 

Dl9trlctsln6UrgestSMSA'8nuik«dby K8EA I Federml funds > 8*Ate»ia 

neSal mikenp (per papU) (per pupU) (per popU) 



New York (number of districts) : 












(8) 15 percent nonwhite or 










17 


more 


$3a 


89 


$13 01 


$4ia 


(36) less than 15 percent 












nonwhite 


la 


62 


ia48 


523. 


62 


Houston: 












(6) 15 percent nonwhite or 












more . 


la 


21 


11.38 


19a 


35 


(8) less than 15 percent 












nonwhite . 


1ft. 


31 


a 35 


18a 


49 


Detroit: 












(5) 15 percent nonwhite or 






ao7 


28& 


06 


more 


25. 


85 


(22) less than 15 percent 














5. 


13 


&87 


27Z 


69 


Boston: 












(1) 15 percent nonwhite or 






16.84 






more 


3Z 


33 


23a 


08 


(24) less than 15 percent 
Lo0 Anoeles: 

(25) 15 percent nonwhite or 


7. 


99 


1Z79 


112. 


19 






7.18 


29a 


26 




15. 


30 


(19) less than 15 percent 








236. 


72 




6. 


28 


11.58 
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In the first we show the differential effects on central citir and sub- 
urban areas of E&£A I, which is distributed on the basis of a poverty 
formula, as compared with other Federal j>rograin8 which leave con- 
siderable discretion to the States in determming the criteria for alloc 
tion, and State aid programs. Clearlv, Title I is the most responsive 
to the urban fiscal crisis and State aid the least (While figures on this 
table do not include nonmetropolitan or rural areas, the pattern there 
would show equally high Title I and other Federal aid payments and 
greater amounts of State aid in rural areas vis-a-vis cities. Table 
A VIII shows the effects of the same programs on metropolitan school 
districts categorized by race. Here again we note that Title I is more 
responsive to this aspect of educational need than are State aid sys- 
tems. The policy implications* we would suggest, are that educational 
revenue sharing must be highly compensatory if it is to serve the real 
needs of education for greater equality of educational opportunity. 
Title I functions as it does because the formula for distribution has 
clear requirements that funds be awarded in relation to the number 
of children from poor families, and it thus recognizes both the fiscal 
and educational needs of central city and rural areas. Given die cur- 
rent pattern of educational inequity described in Section I and the 
ineffectiveness of the most likely results of poBt-JSerrano changes for 
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resolving the large city educational finance crisis, we urge a strong 
component of attempts to recognized educational need in Federal edu- 
cational revenue sharing le^slation. 

Such legislation might mclude a larger proportion of aid being 
siphoned through the Title I formula or through a formula that would 
permit States to utilize statewide attainment or aptitude test results 
as a means of focusing resources where the problems are the greatest. 
Provisions requiring States to move toward the standard that higher 
local wealth may not permit higher educational expenditures would 
also be appropriate to even out the disparities which characterize cur- 
rent finance patterns. But any provision for educational revenue shar- 
ing which would permit States to distribute Federal educational reve- 
nues according to the historic patterns of State aid would be disastrous 
in our eyes. The existence of the impetus toward change which Ser- 
rano^ Van Dusartz^ and Rodriguez have given are no assurance — ^as 
our analysis indicates— that new money will be distributed in order to 
assure greater quality of educational opportunity or greater respon- 
siveness to fiscal need. 



LAW SUITS CHALLENGING 
STATE SCHOOL FINANCE SYSTEMS 



The following charts were compiled by R. Stephen Browning, 
Lawyei-s' Committee for Civil Sights Under Law; and Myron Leht- 
man, Task Force on School Finance, U.S. Office of Education, Depart- 
ment of Health, Education, and Welfare. They have been updated 
through August 1972. 



AddiiiomU information can be obtained from 
The Lawyers* CoMMnrEE for Civil Rights Undkr Law 
733 15th Street, N.W. 
WAeHiNOTON, D.C. 20005 
/('^(165) 
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Idaho, in and 
for tha County 
of Ada, plaintiffs 
motion for sum- 
mary Judgment 
is set for argu- 
ment on Nov. 6, 
1972. 


A three-Judge Federal 

district court dis- 
missed the com- 
plaint filed in 1969 
for failure to sUte a 
cause of action 
and for nonjudl- 
ciability.TheU.S. 
Supreme Court 
in 1970 summar- 
ily affirmtd tha 
district court 
opinion without 
oral irgumenL 
Citaiions: 293 F. 
SuDp. 327. 394 
U.S.C. 322. 


Filed on Oct 5. 1971, 
in the Cook County 
Circuit Court, 
the case has been 
consolidated with 
Blast. Plaintiffs' 
motion for sum- 
mary Judgment has 
bHn denied, end 
the case is 
currently being 
appealed to the 
State Supreme 
Court. 


to reanocate funds in e manner consistent 
. with the holding, and to retain Jurisdic- 
tion while the Stete leiislature is eHorded 
e reasonable amount of time in which to 
comply with the court order. 


Plaintiffs ask that various lilinois Itfislation 
which provides for and permits the dis- 
tribution of moneys "not based upon the 
educational nttds of children" and re- 
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"be declared uneonstTtutionar* and "a 
permanent ii^uncUon be granted." 
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'primary rtsponsibility" 
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mstitutir I. 


Plaintiffs ask the c 
current system ( 
the State of Illin 
State's responsti 
Constitution in t 
to assume the ' 
forfinancinipub 
bv the Illinois Ci 


lilfcti 


Iii % 

asi«= 

ill m 

ill! 

If J 

?»• "sSs 

immh 


mi 

fill? 


tion of the state of 
Idaho; various 
county assessors, 
auditors, and 
treasurers. 




nil 




UllMlii 

X 


^i||hii 

< 




>> >» 

film 


If 




3 j>'« 



ERIC 



174 




ERIC 




176 



< 



E 



c 

1 



ERIC 




If -2^ 



3 a*^^^ 

MS o C 8iri 




llll 



I 



i-i 

.33 



ocsioc S-o 

Cr<D fif B^Z 

mmim 

a. 

filiiiiy 



IflllAI 



1? 



^1 



178 




179 




180 



■s 

a 
e 

o 

1 



I 



B 




II: 



Us-Unistsss 

a. 




|?^IH£i5Sli'l=-ai.= 




2 



gS3S||^^|||^|5i|'|2 

|itlillilililrlHll 

f lilltl 





ii 

CO 



erJc 



illil 



1 



181 



ERIC 




fllfll 



:3| 

illlilli 



5 IS I 

h||*iil|iiP 





183 




184 



ERIC 



— <c 3 5— ^ ■'^^ *^ 



• >,>•' 

C • o 3 

8 2-=sc=] 



* g S O QO 

SCO « • 

E o e « 

S W C M 3 C >>te 

•»13 S » 3*» 



— o ^ c Q . 

iil£f|iil 



sss-l-ssi 



Hi frill 8|«£-^i 



till 

ml 

< 



£ S 

'•g|l3f 

Zo, m S c s 
^23" g2N- 



If™- 



= ^ e_ ^ — • 



|gi^8le 
c5g56^5 



tllllilll^llll 





-5c— o 2 

•B E w O > 

'■c^tt « u 2 



siNlil 

2 



8^ a e: * C 8 

go^gS^S 

Itiilll 



Ills 




1^ 



185 




186 



E 



acoM m£m 



8 




o S o « 




^ e 5:* oT5 c£ H 

c.S» SSl 
SSs-Eg-gg£ 

l^lf g°sii2?.£3 " 

^(/J •> Emm m m oi/»am m 



mil 




••So*: 

3 « V ^ 
O— • C 3 

" »£ =2 

2 S^-o S 
o o 

.e2«c^ 





f 




188 



K ^^^z s - Hi's 
iflllii5:?l||lll1|l 



3 





.5 ° • 

llJf 

s si 
> 



S3 2l£^£»^Ea'S»£3 



180 




190 



i 

LlI 



I 



ERIC 



*S'5. a o e *^ 



IS. 2 



9 o V JS 



£ 8 H £ « 



1 





llll 



I? 



|8 



11 



s 




ll 
12 



Ifill 

nm 

S'S 3'StB 

ifiii§ 




191 

A LEGISLATOR'S GUIDE 

TO 

SCHOOL FINANCE 

Prepared for 

THE NATIONAL LEGISLATIVE CONFERENCE 
SPEQAL COMMHTEE ON SCHOOL FINANCE 

by 

Anthony Morley 
Stephen Browning 
John Callahan 
Judith Campbell 
CiayHUes 

Sally Stevens Janeway 
William Larsen 
David Levington 
MaryLestz 
Richard Merritt 
Robert Norris 
'Frederick Wiener 



Edited and Published by The Education Coxiuniuion of the States 

August, 1972 s 



192 

TABLE OF CONTENTS 

Page 

FOREWORD TO THE REPORT OF THE NATIONAL 
LEGISLATIVE CONFERENCE SPECIAL COMMIT- 
TEE ON SCHOOL FINANCE v 

REPORT OF THE NATIONAL LEGISLATIVE CON- 
FERENCE SPECIAL COMMITTEE ON SCHOOL 
HNANCE vi 

SUMMARY OF THE HANDBOOK 1 

INTRODUCTION 13 

FOUR-STATE STUDY: 

Minnesota 33 

Michigan 57 

Kansas ' 79 

New York 93 



iii 

erJc 



193 



National Legislative Conference 

fOU SEMVICE TO S 4TC LCClSLATUttCS 

SCCACTMUT THC COVMCiL 0» STAIC COVCHNiWNT* 



« IM MVSMTMNTH VriMCT, H^Mf 
MfMMIMTOW. SMM 

CAWi. MACMSV. MMCTO* 



•rPfCS or VMS MC«ft.VAmAT 



Ibc HAClooal Ufislaclvc Coafarcocc wuhc* Co Mprc«« lc« traclcudc 
to tli« spccUl CoMlcccc on School Plnaocc for cbe floe coacributiOM It 
lu« maM CO chc fUld of cducaclonal floaoca T«fon. Furcbcnon, wc 
art upccUlly grAcaful for Ch* «ic«ll«ac U«d*rsblp proviUtd by the 
Sp«cl»l CoMlcctc's OmItw. Seutor Thou* Uveme of New York, Senator 
Uvcni«*a coMltMiiC to cdocatlon is cie^pllflcd by hla experience m a 
foraer ceachcr, aa Oiainao of the Senate EihiceCion CoHdCtee «id as a 
Msbcr of the Nav Toik State rnilealiiii on the Qiwlity, Coat end PinMclne 
of Eleaentary and Secondary Edncation. 

The Special Coaaittee on School Finance was established lest February 
In reaponae to noatroun State and Fedcrel Court challenfes to the aanocr 
by which educatiooel revennee are raised and dietrlbated. Since iu 
crcationp the Special Coanittee has act on four occasions; the fniite of 
ita efforts era well displey«l by ite excellent reconendations lAich 
appear in this Hsndbook., 



fepi 



presentative JohM. Conolly, Illlnoie 
Frasident 

Rational Lesisletive Conference 



JHC/ltbe 




JM4NMiiiiMtM4.NI 
AM«M. GMrt« mtk 



OaCAQO 



M W«|( 44* SIMM 
Nmt VM. Nm tMM 



SM« ntANOSCO 



erJc 



.'2»41l O ■ 72 14 



194 



REPORT OF THE NATIONAL LEGISLATIVE 
CONFERENCE SPECIAL COMMITTEE ON 
SCHOOL FINANCE 

Foreword by Senator THOMAS LAVERNE New York, 
Chairman of the Special Committee 

An urgent challenge faces state legislators throughout the 
nation: the need to reform the way we finance our schools. 
School finance, once the province of finance technicians and 
"school men,'* has now become a critical matter of general 
public concern. 

Sharply mounting costs in education have revealed both the 
inadequacy and inequity of the present school finance system, 
with its heavy reliance on the local real property tax. The 
inadequacy appears both in the financial troubles of the 
schools and in the incentive provided by the real property 
tax to play the game of "fiscal zoning.*" The inequities, which 
have existed for years, have been highli^ted by a series of 
major court cases— beginning with the Serrano case in 
CaUfomia. 

It is time for a new policy in school finance. Data collected 
by study commissions at both the national and state levels 
have pointed up the problems of the present system. The law 
developing in the courts, requiring changes in state school 
finance systems, is increasing the urgency of the need to 
change the old policy. The growing pressure for reform will 
overcome the obstacles which have prevented reform in the 
past. 

Because of the critical importance of the school finance 
issue. Representative Bill Clayton of Texas, Chairman of the 
National Legislative Conference's Intergovernmental Rela- 
tions Committee, appointed a 15-member Special Committee 
on School Finance, with its membership drawn from through- 
out the country. This committee was charged to examine the 
requirements developing in court decisions, to explore the 
options available to state legislators and to recommend policy 
positions at the annual meeting of the National Legislative 
Conference. 
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The committee saw its function not as another reseairch 
group but rather as an action-oriented group. It set out to 
take advantage of the research of others in carrying out its 
responsibility of identifying what steps state legislators must 
take in meeting their challenge. With excellent support from 
the NLC staflf, the committee discussed reports on major 
research efforts and on proposed solutions and agreed on a set 
of basic principles. 

In its study, the committee reached agreement on a number 
of basic issues. Chief among these were: 

• That states could assume responsibility for seeing that 
elementary and secondary schcK)Is are funded properly, 
and that the ''equal opportunity" responsibility enun* 
ciated in Serrano be accepted, regardless of the eventual 
outcome in the courts, because the Serrano principle is 
right; 

• That states put their taxing systems in order, by reform- 
ing the administration of their real property tax systems; 

• That states review the governance of education, the rela- 
tionships between state education departments and local 
districts to create effective systems for both accountability 
and measurement of educational need and effective 
methods for administering funds, both state and federal. 

• That the federal government adopt a program of school 
support which will enable the states to do what they must 
and which will create a reliable, permanent and predict- 
able federal role in a federal-state partnership. 



Tli« CommitiM Report 

The National Legislative Conference's special committee on 
school finance affirms the principle that all states have an 
obligation to provide an equal educational opportunity and 
quality education to all children attending public school 
within their jurisdiction. We are in agreement with the 
principle established in Serrano v. Priest that the quality of 
a student's public elementary and secondary education should 
not be dependent on the affluence of his parents or school 
district. Regardless of future court actions, we believe that 
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the principle established by Serrano, so far as public education 
is concerned, is essentially reasonable and eqmtable and ought 
to serve as a policy objective for every state. 

We recognize that varying constitutional dictates and dif- 
fering tax preferences within the separate states make it 
impossible to suggest any imiform school finance system 
that would meet the needs of all states* Each state will have 
to deveHop one which best responds to its individual circum- 
stances. Whatever general guidelines are agreed upon by 
the states, however, must be fair and equitable to both the 
taxpayer and the public school studmt, and must, by defini- 
tion include: 

(1) Equalization of property taxes, and 

(2) Control of local expenditures. 

In order to accomplish these objectives, the National Legis- 
lative Confer^ice makes the following recommendations: 

I. Money alone will not cure all the ills of our public educa- 
tion system, but no improvaiients can be made until the 
manner in which educational funds are raised and distributed 
is altered. 

Tli9 siatM, in line with their clear conttituUoiial Jurls- 
dicUoa over educaiiosu shimid assume full rMponslbility 
for raising and dlstribuilng the revenue for public ele- 
mentary and leoondary education. 

n. Evidence clearly shows that the manner by which local 
property taxes are levied for financing public education favors 
wealthy localities with a large non-residential tax base and 
penalizes those jurisdictions with a small non-residential base. 
The siaiea, la f olfUling their re^oatlbllliy la the area of 
educational finance^ should move toward atablllsailon of 
'and whwm poeaible» a reduction la their reliance on ihe 
local property tax at a revenue source for public educatloa. 

States which coatiaue to use the property tax aa a souroe 
of educatioaal reveaue should laiilate a review aad« where 
aeoessary^ a reformation of iheir propertr tax admlaisira- 
tloa. Spedflcallr, the aiatet are urged to adopt a uaif orm 

vii 
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sytiam of uaa^ttcaiBni to aBSura an •qaalbed propmrty lax 
burcten. 

FurihMinora, the method of taxation used to snpplemmt 
or supplant the property tax base should hare a growth 
factor comparable to the increase of educational costs. 

III. Local, non-educational public services are financed largely 
from the property tax, and although the central cities tend to 
have a relatively large propi^rty tax base, the total burden 
placed upon their tax base uiually is heavier than it is in 
areas where the demand for such public services as sewage 
maintenance, street lighting, fire and police protection is low. 

In the attempt to equalize the costs of maintaining 
schools, states are urged to recognise those non-educational 
expenses, for example, municipal overburden, which affect 
local tax burdens. 

IV. An equal educational opportunity implies an equalization 
of educational resources among school districts. In order to 
equalize resources among districts, two alternatives are avail- 
able: (1) reduce educaiion funds from some districts to raise 
the resource level for others, or (2) provide substantially 
increased funds to raise the poorT districts' resources up to a 
level enjoyed by the more affluent districts. The latter is' 
obviously preferable. 

No school district should be compelled to reduce its level 
of expenditure while a state moves toward assuming its 
full role in financing and distributing educational funds. 

The equalization level is a matter to be determined bj 
each state. However, it is recommended that the 65th 
percentile level of per-pupil expenditures be the minimum 
standard guaranteed by each state. 

V. Equality does not mean identical treatment. The crucial 
value to be fostered by a system of public education is the 
opportunity to succeed, not the uniformity of success While 
all are equal under the law, nature and other circumstances 
yield advantages to some, while handicapping others. Hence, 
as the President's Commission suggested: ^To offer children 
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on^ equal education, disregarding differences in their circum- 
stances IS merely to maintain or perhaps even to magnify the 
relative effects of advantage and handicap. Equal tfStLem 
of unequals does not produce equality." "eaiment 

a IZf'.^"''""""^ opportunity should reflect 

a sensitivity to, the differences in costs and variations in 
interests and needs of those to be educated. Tt^ZS Tt 

^^oJ^f^""" ^ "^^^ however, 

We rapport A» rwommwuUtioii of th» PrMldrat's O- Tn- 

^ crib ih. .tid,. »o 

Although it has been accepted that the responsibility for 

f^^'st^te r ^r^, "° ^-^^ o?^ove^Lt' 
tSn Ji « if^^^" ^^P« involvement in the educa-- 

taona^ process, llie acceleration of changes in AmSian 
society, the vast mobility of its people, aSd the «S to 
which gross disparities in education can reflect adv^Jr on 
the quahty of an individual's life have combing ^1^" 

tTr: Z'r:' r^r boundfri^ o^t 

states For the states to play a full role in the funding and 
distribution responsibilities for elementary and^^^ 
education substantial tax increases will be necel^ M^Z 

S tri„r"'"'T' ^''^"^^ staT^ould Je 

t3lrLtTr «»"«=«ons by more than 

thirty percent if it wished to assume ninety percent of the 
costs of publ c elementary and secondary education. And yet , 

tJ! Ifr . ^"^«'«^y ^"-'P^des the capacity of 

the states to develop revenues at a rate sufficient to meet 
increasing educational costs. 

tJ^J^*T^^ L.gI.UHT. ConWc. r«»am.nd. Om 

toJ?;"* rr'^'^ ^^^^^^ i-cro.. it. w S 

•toBUBtary and Mcondtry •duration. Incr«M«l f.d.r^ 
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take ihm form of grants for iho g«Mral purpoto of oquali- 
saiioa but ihonld remmln oihorwiao uarottricfod. 

Wilh rasped to PJU 874 fund*. If ihmr aro not con- 
Adored in a school district's abiU^ to pay, any aUoii4>t 
by ih* stato to provido oqaalixation mmy bo distortsd. 
Accordingly, wo urgo Congross to givo oonridoratioB to 
allowing those funds to count as local school district 
contributions. 

VII. Federal assistance is necessary to maintain certain oper- 
ating programs in elementary and secondary education. 
However, even with federal assistance, many worthwhile 
educational programs are delayed or even eliminated because 
of the uncertainty surrounding the amount and timing of 
federal appropriations. Adequate foreknowledge of the amount 
of federal assistance is imperative if states are to structure 
properly their own appropriations and tax policy. Many edu- 
cators feel they would rather not have the funds than not be 
able to depend on their timely authorization. 

In full ondorsomont of tho rocommondatlon : f tbo Pred- 
dsnt's Commission on School Flnanco« wo ixgo tho enact* 
ment of federal legislation that would guarantee to state 
and local school systems* In the event of delays In federal 
outlay*, 80 percMit of the funds provided In the previous 
year. 

We strongly urge the Congress to restructure Us appro- 
priation process so that school districts know well In 
advance of a school year the exact amount of their federal 
aid* 

Most educators would prefer that federal funds be available 
in general block allocations rather than in specific categorical 
grants. The Committee supports this preference but stresses 
that as a prerequisite to the creation of such a program, the 
states must instill confidence in the federal government in 
their ability to handle effectively such allocations and insure, 
through a monitoring system built into the plan, that such 
funds are actually being spent as state policy directs. 

VIIL If the states are to assume a more active role in public 
education, especially in the realm of funding, and if they are 
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to expect increased federal assistance, they have a responsi- 
bility vo improve thtir governance of education. 

S.atos should take imiMdiato action toward strrngthon- 
Ing their odacatioital admlnlitratfcma In order to lacure the 
efficient flow of both loderal and state revenue and to guar- 
antee that funds* be ther foderal or state* are applied for 
the purposes intended. 

IX. The argument is made that a greater assumption of 
school financing responsibilities by the state will undermine, 
or perhaps even destroy, the tradition of local control of edu* 
cation. We believe that local control is not dependent on local 
tax raising ability. Local school districts are the creation of 
and responsibiUty of the state. Their authority in raise funds 
for education comes as a result of delegation by the state of 
its own taxing authority. 

There is a distinction between local fiscal control and local 
control over policy. Local fiscal control is no longer a possi- 
bility if financial discrimination is to be terminated in public 
education. Insistence upon fimiiieial control over education by 
the state in order to eliminate discrimination to taxpayers and 
students in no way has to interfere with continued adminis- 
trative and policy control of the schools by the k>cal districts. 
On the contrary, the new standard of school finance encour- 
aged by Serrano suggests that for the first time pc >r school 
districts will enjoy significant local control over f lucational 
policy, which the lack of resources has previousl> made im- 
possible. 

Evidence fails to demonstrate my correlation between an in- 
crease in the state assumption of educational costs and loss of 
local decision-making authority. If anything, the evidence 
suggests that local decision-making power to shape the content 
of local educational programs is enhanced once local boards 
are freed ol the burden of searching for essential financial re- 
sources. 

Bmi ftrdless of how the states decide to finance their sys- 
tem of public education^ they can and should leave policy 
dedslocs and administrative control in the hands of local 
districts. It Is the state's obligation to Insure that a baric 
educational package is delivered to all children on an 
ecjuallsed Sasis; It should be the local district's prerogative 
to determine how that packags will he delivered. 

xi 
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X. At least 75 percent of current operating expenditures in 
education go into teachers' salaries and salaries of other em- 
ployees. Because of the fiscal magnitude of this portion of edu- 
cational costs, increased state responsibility in this area will 
be necessary. 

The Niilonai Logblaiive Conference recommends thai as 
an easeniial corollary to state assun^tion of the fiscal re- 
sponsibility for public education, the state should play a 
larger role In the determination of teacher salary sched- 
ules. 

.} ' 

XI. Some of the fiscal reforms in public education will be nul- 
lified if the increased funds flowing to school districts are 
not used efficiently. 

Each state should review the goyemcnce of education* 
the relationship of state departments and local districts, 
the present and potential effectiyeness and accountability 
of the department of education as a conduit of funds. The 
creation of a state organisation capable of administering 
federal funds and of supporting local districts may be 
required 

XII. The issue of school finance reform is only in the initial 
stages of debate. It is certain that reform will not come over- 
night— land m^y not come at all without the ongoing efforts of 
concerned organizations and interest groups to educate the 
public and elected officials about the crisis before us. 

We wish to express our agreement with the general 
policy statement on Educatloaal Finance Reform adopted 
by the National Governors' Conference. In particular* we 
endorse its two major recommendations calling for Imme- 
diate action from the states toward equalising educational 
opportunities and urging assumption by the federal gor- 
ernment of far greater responsibility for the financing of 
education. 

XIII. The next session of Congress promises to be a critical one 
for the future of public education in the United States. All of 
the major funding bills for elementary and secondary edu- 
cation will be up for review. The National Legislative Con- 
ference looks forward to working together with other con- 
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cemed organizations, such as the Governors' Conference and 
the Education Conunission of the States to press Congress 
for the financial assistance which will help states meet their 
responsibilities in public education. 

Thm Special CommittM on School Financs rtcognbwd 
that its task is not coiiiplsi«d by aubmlsalon of this r«port. 
Thm ConunlitM should ooniinu* to function in ordsr to 
•ncourags ths implsmsntation of tlios# rscommmdatlons 
agrssd upon by ths NLC and to attsnd to ths ongoing ds- 
▼•lopmsnts in ths fisld of school finance rsform* It should 
also sxpand its It^bylng sfforts with Congrsss and stats 
IsgitlatiTs Isadsrs and Incisass its public rslations sfforts 
toward that sad* 

The National Legislative Conference has offered the preced- 
ing recommendations on school finance, aware that reform 
of the manner in which educational revenues are levied and 
spent is a necessary precondition for the realization of the 
societal goals we ha%-e established. While there is much to 
commend about our education system, much work still re- 
mains to be done before the promise of quality education is 
fulfilled. A tremendous challenge is presently before us, for 
there is no more important business in an open, democratic so- 
ciety than the education of our young. 

s s s 

This handbook is offered to provide guidance to state 
legislators in developing a reasonable response to this chal-> 
lenge. It presents in concise form the basic information 
needed to cone with the school finance problem. It analyzes 
the elements of the problem and describes four alternative 
approaches. The handbook was produced for the Special 
Committee on School Finance by volunteers with the assist- 
ance of the Education Commission of the States and the 
National Program for Educational Leadership. 

Besides being a valuable tool for the policymaker, this 
handbook is a concrete example of an emerging coalition of 
those who are concerned about schools, school finance and 
what schools do for children. We are grateful to these coop* 
erating organizations for their part in the production of a 
timely and useful document We look forward to their con- 
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tinuing cooperation in the future work of the Special 
Committee. 

We also hope to broaden this coalition to include other 
organizations interest in school finance reform, such as the 
Council of State Governments, the National Governors' Con- 
ference, the National Education Association and the National 
School Boards Association* A vigorous and coordinated effort 
is needed to accomplish what needs to be done in making 
state legislators aware of their combined challenge and 
opportunity, in urging Congress to take the steps it must take 
to make reform at the state level financially feasible, and in 
explaining to the public their stake in the adoption of a more 
reasonable and more equitable school finance system. 



xiv 
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SUMMARY 

PREPARATION OF THE BOOKLET: 
BACKGROUND AND PURPOSE 

This booklet contains a brief analysis of four ''real life" al- 
ternatives for state systems of funding schools, along with a 
concise conceptual framework for approaching the study of 
school finance reform.^ Since the booklet was prepared as 
a practical guide for state legislators, it avoids highly theoret- 
ical discussions of school financing systems. Rather, it focuses 
on concrete issues of reform in the context of the political 
atmosphere of each state. The goal is to enable interested 
legislators to understand better the school finance controvert 
now ranging across the nation and provide them with the 
tools to xnake better choices in responding to that con^oversy. 

Th0 School Finance CcutroT^rty in a Nutihall 

The booklet^s first major section is an introduction entitled 
'Issues and Possibilities In School Finance." In a short back- 
ground discussion of the problems leading up to this nation'', 
current school finance controversy, it describes the contro- 
versy as having two basic ingredients: inadequate funding 
(the "adequacy problem") and inequitable collection anu 
distribution of education funds (the "equity problem"). The 
legislators' dilemma is posed in the following way: how to pro- 
vide new money for equitable school finance when there is 
too little money to fimd adequate public elementary and sec- 
ondary education. 

The adequacy problem is discussed in the context of "the 
taxpayers rebellion," The equity problem is identified as 

» A printed appendix is available for anyone who would like to 
study more closely the specific financial situation of the states cov- 
ered in this report and to examine the legislative provisions of those 
specific proposals. The appendix contains a complete financial analysis 
of the scnool financing systems, both past and proposed, in the four 
states and, where available, copies of the legislation which embodies 
the new proposals. State legislators can obtain the appendix, at no 
cost, by writing Mr. Richard Merritt, National Legislative Conference, 
1150 Seventeenth Street, N.W., Washington, D.C. 20036. 
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having been raised by the widely publicized court decisions 
beginning with the California Supreme Court's suggestion that 
that state's school finance system might be unconstitutional 
because of its reliance on local wealth for funding public edu- 
cation. 

Next the introduction briefly analyzes recent and current 
school finance litigation. In these lawsuits, two common com- 
plaints emerge: First, state laws allow taxpayers in wealthy 
districts to tax at low rates and fund education at relatively 
high levels, while the taxpayers in poor districts pay more to 
get less; second, state laws make greater school resources 
available for children in some communities than for com- 
parable children in other communities. 

The introduction then clarifies three points about these court 
'decisions which have declared unconstitutional five state sys- 
tems of school finance. First, the courts do not say that the 
property tax, p ir se, is an unconstitutional tax. What they 
say is that, due to large variations in district wealth under the 
present systems, huge disparities in per-pupil expenditures 
result. In other words, states have established and maintained 
systems for funding schools that unconstitutionally discrimi- 
nate against children residing in poor school districts. Second, 
the court decisions do not require, nor do they suggest, that 
states must enact plans to provide equal dollars per pupil. In 
short, the "one dollar-one scholar" analogy to the reappor- 
tionment cases has not been drawn by the courts, nor is it 
being pressed before them. Third, no court has designated 
what should be done to correct the unconstitutional systems 
cf funding schools. This task has been left to the state 
legislators. 

Since equal educational opportunity, as defined by the courts, 
does not seem to call for equal dollars per student, the intro- 
duction goes on to suggest certain factors that arguably justify 
unequal expenditures: 

—higher funding levels for students with special handi- 
caps and needs; 

—higher funding for socially and economically disadvant- 
aged children and/or for those with health problems; 
and 
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— higher funding for high cost districts, such as sparsely 
populated rural areas that lack economies of scale or 
densely populated urban areas where land, teachers' 
salaries, and others costs are high. 

What is needed, the introduction concludes, is a "cost of edu- 
cation index" and an "educational needs index." Several tech- 
niques are suggested for handling educational needs and 
cost differentials: 

1) Pupils could be counted and aid allocated on a weighted 
basis, with the weighting based on carefully evaluated 
exemplary programs; 

2) A given district's aid could be keyed to socio-economic 
characteristics such as family income, student achieve- 
ment levels^ etc.; 

3) Aid could be tied to tax capacity or actual educational 
cost for services similar to those provided in other 
school districts. 

Next the introduction describes in some detail two school 
finance alternatives which are increasingly being discussed 
by state legislators. They are "full state funding" and "dis- 
trict power equalizing." 

The last section of the introduction discusses briefly how to 
raise additional tax revenues. No "best" tax is identified, be- 
cause the history of state taxation and the distribution of 
wealth among taxable resources vary so widely among the 
states that a conclusive discussion of state tax alternatives 
would be wholly inappropriate. 
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A DESCRIPTION OF FOUR STATE ALTERNATIVES 

The four states are discussed in the following order: Minne- 
sota, Michigan, Kansas and New York. This ordering was 
chosen to reflect the varying stages of acceptance for the 
specific proposals (see chart below). 

Status of thjB Four Stat* Proposals 

Minnesota Michig an Kansas New York 

Proposed Formally By A 
State-Appointed, Non- 
Legislative Study Commis- 
sion No 

Proposal Formally Intro- 
duced as a Bill in the 
State Legislature Yes 

Status of Legislation: 
Passed (P) Defeated (D) 
Still Pending (S) P 



Yes No Yes 
Yes Yes No 
D,S* D _ 



♦ Defeated, but modified and re-introduced. 

The length of the reports for the four states is directly related 
to the amounts of legislative consideration devoted to them. 
For example, the Minnesota report, which discusses a pro- 
posed school funding system that has passed the Minnesota 
legislature, is the longest; whereas the New York report, 
which discusses an alternative that is yet to be introduced as 
legislation, is much shorter. 

An attempt was made to present the reports in a uniform 
fashion so as to facilitate comparison. Generally, the following 
outline was used: 

—a description of the previous (or current) school finance 
formula and the tax structure supporting it; 

—a description of the forces for and against change of 
that formula; 
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— a description of the proposed changes to the formula; 

— a description of the political process surrounding the 
legislative deliberation over the proposed alternative; 
and 

— a brief statistical appendix for a select number of ex- 
emplary districts. 

MinitMotm 

The Minnesota report traces the political evolution of a 
plan that is largely a revised version of a program now 
operating in many states — the "minimum foundation pro- 
gram." The significance of the Minnesota proposal, however, 
transcends its similarities to other programs in other states. 
It is remarkably innovative in its provisions for special 
weighting for disadvantaged children, counting pupils accord- 
ing to their enrollment rather than their attendance (thereby 
eliminating discrimination against school districts which have 
high instances of absentees), and the establishment of what 
amounts to a statewide property tax. 

Perhaps the most notable fact about the Minnesota legisla- 
tion is that it passed the legislature and is now law. Therefore, 
the Minnesota report may be an especially instructive guide 
to legislative passage of school finance reforms. Certainly, a 
major component of this success story was the active support 
and involvement of both the Governor and the finance com- 
mittee chairman of the legislature. 

Michigan 

In Michigan, like Minnesota, reform efforts have been cham- 
pioned by the governor, and the proposed changes would again 
be very dramatic. Governor Milliken's plan would shift school 
support from its major dependence on local property taxes to 
much greater reliance on a state income tax. A foundation 
program, based on a uniform personnel: pupil ratio through- 
out the state, would be instituted as an approach to "equal 
opportunity," and local districts would be allowed small local 
millages for enrichment and categorical programs. Virtually 
every district could have its per-pupil expenditures increased. 
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The legislative history of Michigan's eflforts so far is a lesson 
In the political pitfalls that can swallow up even widely 
acceptable proposals. 

KanMs 

In Kansas an attitude of austerity prevails. Tax ques- 
tions seem to be a dominant concern in school finance con- 
siderations. 

A legislative committee has rejected a school finance bill 
which would have implemented district power equalizing. 
The bill, written after proposals offered by educators and 
farmers were modified by pressure from labor imions, utflity 
and railroad interests and others, was a real compromise 
measure. 

Under SB-716, local effort (rather than local wealth) would 
have determined education expenditures for each district. 
The state would have assumed responsibility for all tranq)or- 
tation costs. Although hardly radical, the bill was considered 
too expensive. 

In spite of the fact that the bill received little support, it will 
probably form the nucleus of a new committee effort. The 
major obstacles to be overcome seem to be a fear of more 
taxes and an inability to unite behind a proposal 

NttwYork 

School finance in New York has been extensively studied, 
and the initiative for action has now switched to the legisla- 
tare. Of the states in this report. New York could be charac- 
terized as the slowest, most thorough and deliberative in the 
process of reform. Whether or not this extensive study will 
pay off is yet to be seen. 

The New York report describes the Fleischmann Com- 
mission, which was created by the legislature and mandated to 
study all aspects of New York education and to propose re- 
form. The report deals almost exclusively with the Com- 
mission—the reasons for its birth, the conclusions it reached, 
and the reaction to it. 

The Commission, concerned primarily with the problem of 
equalization, recolnmends full state funding. A state-wide 
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property tax is proposed, with the rate of taxation to be uni- 
form and frozen at or slightly below its original rate. Revenue 
would be distributed by the state to bring all schools up to 
the level of the district spending at the 65th percentile. Ex- 
penditures of those above the 65th percentile would be frozen 
until the rest of the state catches up. Educationally disad- 
vantaged children would be weighted at 1.5. 

Legislation is now being written to implement the Com- 
mission's recommendations. The New York experience can- 
not be fully evaluated until the legislature responds to those 
proposals. 
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A Note on ih# SttiUtioi 

The school finance data included in the handbook after 
each state study seeks to indicate, in abbreviated form, the 
characteristics of the present and proposed school finance 
systems; in particular, emphasis is placed on the fiscal impact 
tnat the proposed systems would have on certain types 
of school districts. Hopefully, these appendice.< will permit 
the interested citizen to understand better the overall links 
between educational need, fiscal capacity, and tax effort, as 
well as their relationship to the revenue and expenditure 
outputs of current school finance systems. 

There are any number of ways that the illw trative data can 
be interpreted or represented. The following are just a few 
observations that can be made: 

• Educational need, as measured by Title I ESEA monies 
per pupil, is largest in cities and rural di!>tricts. 
Suburbs — both of the fast and slow growth variety — 
tend to have relatively lower concentrations of educa- 
tional need than cities and rural areas. 

• Fiscal capacity as measured by adjusted gross income 
per pupil or full value of property per pupil is greater 
for slow growth suburbs and central cities than for fast 
growth suburbs and rural areas. Central city wealth 
may be more apparent than real as i^cent research has 
shown,^ but clearly there are suburbs that may be in 
need of expanded external aid as measured by fiscal 
capacity per pupil. It should also be noted that the 
property value measure markedly overstates the wealth 
of rural areas as compared with a personal income 
measure. 

• School tax effort (as contrasted with total tax effort) 
tends to be greater in suburban areas than in cities 
and rural areas. Cities often are faced with problems of 
municipal overburden (that is, they tend to have ex- 



> Joel S. Berke and John J. Callahan, "Serrano v. Priest: Milestone 
or Millstone/* Journal of Public Law, Vol 21, No. 1, 1972, pp. 23-72. 
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tremely high total tax efforts and rural areas fcave 
a fiscal capacity that is too low to permit suburban 
levels of taxation^ 

• Educational need, fiscal capacity, and tax effort prob- 
lems rarely run in the same direction. Of all thr-je 
types of jurisdictions, central cities, by some measures, 
have the greatest educational need and total tax effort 
problems. Rural areas tend to have above ayjerage con- 
centrations of need and relatively low levels of fiscal 
capacity. Suburbs on the other hand, often have low 
educational need, above-average capacity, and high 
school but low total tax rates. However, there is con- 
siderable variation in fiscal characteristics among sub- 
urban jurisdictions as this and other data show. Some 
suburbs are fiscally more hard-pressed than others; yet, 
as a class, suburbs probably have the least pressing fis- 
cal problems of the three types of jurisdictions. 

• Most of the current aid systems in this report only par- 
tially offset variations in fiscal capacity and school tax 
effort. They do not offset variations in overall tax effort 
or educational need. Yet, some of the alternative pro- 
posals, particularly those in Minnesota and New York, 
would take these variations into account. Throughout, 
it must be noted that current external aid is usually 
less than local revenues raised for education. This fact 
probably accounts for the present disparities in school 
finance in the states studied. 

• Many expenditure variations may not necessarily be 
related to educational product, as the data suggests the 
variation in total expenditures is considerably greater 
than that in instructional expenditures. If instruction 
is still considered the means of producing educational 
excellence, many of the expenditure disparities lose 
some of their pressing urgency. On the other hand, as 
supportive expenditures increase the excellence of in- 

^ Seymour Sacks, City Schools/Suburban Schools: A History of 
Fiscal Conflict (Syracuse: Syracuse University Press, 1972); and Joel 
S. Berke, Alan K. Campbell, and Robert J. Goettel, Financing Equal 
Educational Opportunity: Alternatives for State Finance (Berkeley: 
McCutchan Press, 1972). 
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struction, the total expenditure disparity is still rele- 
vant. 

• Most of the alternative finance plans studied would 
have the effect of reducing the aid and spending gap 
between central cities and their subiurbs and of consid- 
erably raising the levels of aid and expenditures of 
rural areas. 
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INTRODUCTION 
by Anthony Morley 
ISSUES AND POSSIBILITIES IN SCHOOL FINANCE 

Someone has supposedly remarked that a simple solution 
to the problem of fair pay for state legislators would be to give 
each of them a dollar every time someone shouts, "Crisis!" in 
his ears. That would probably send the lawmakers home 
wealthy; it would certainly lighten the doomsday mood of 
public debate. 

While some crises may be overblown, however, there is really 
no question that our nation as a whole has entered a critical 
period regarding public school finance. The paths leading into 
this period are complex, as are the possible and practical 
paths leading out of it. Choosing those paths will chiefly be 
done in the debates of state legislatures, which this handbook 
is intended to serve. But the basic ingredients of our present 
crisis are actually quite simple. There are two of them, closely 
intertwined: 

1. There is not enough money for schools— at least never 
as much as the schools say they require. 

2. What money there is, is neither raised fairly nor dis- 
tributed fairly— at least not fairly enough to satisfy 
some courts. 

We can call these the adequacy problem and the equity 
problem. Obviously, in terms of traditional American values, 
the equity problem is the more serious— this country can rrian- 
age with less money; it cannot manage with less justice. In 
reality, however, the two problems aggravate each other. 
When money is short, unfair ways of raising and spending it 
seem even more offensive than in times of plenty.. Yet prac- 
tically speaking, it takes new money to redress old inequities. 
Thus the legislator confronts a dilemma: how to provide new 
money for equitable school finance, when already there is too 
little existing money for adequate school finance. Without ex- 
aggeration, that dilemma is a crisis. 
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Inad^quaqr in Sdiool Funding 

At the root of the fiscal inadequacy problem is the fact that 
school expenditures have been growing much faster than the 
economy as a whole, and that therefore school costs have be*- 
gun to outstrip the ability of traditional taxes to cover them. 
Between 1949 and 1967 school costs rose at an annual rate of 
9.8%. In the same period the yearly increase in gross national 
product was only 6.4%. To make up the difference required 
that public school spending absorb a steeply increasing propor- 
tion of the gross national product— from 2.3% in 1949 to 4.0% 
in 1967. Measuring the cost-climb for schools against growth 
in personal income tells the same story: expenditure per pupil 
grew nearly three times as fast as income per citizen. There- 
fore taxpayers have had to try harder, increasmg state and 
local school revenues from 4.0% of personal income in 1961 to 
4.9% ten years later. 

During most of the 1960's people paid these higher taxes with 
only the normal grumbung that social custom requires. After 
all, schools were a "good thing" in any community, the country 
was prosperous, and who could really object to new buildings 
for expanded enrollments or better salaries for underpaid 
teachers? But with the coming of the 1970's this happy picture 
began to change — drastically. 

For one thing, there were signs of a striking shift ixi public 
attitude toward the schools. Optimism about their fine work 
was often undermined by disappointing results, appalling drop- 
out rates, and documented charges that many high school stu- 
dents could barely read. The image of school as a place of 
order and industry, transmitting a stable culture, was chal- 
lenged by reports of "student unrest," of our children's reject- 
ing traditional values rather than learning them. Reverence 
for educators as dedicated professionals suffered from suspicion 
that teachers were becoming one more pressure group with a 
hand on the public purse. Assurance that schools were insu- 
lated from controversy and animosity was shaken by the dis- 
covery that they could become focal points for bitter conten- 
tion over race, class, morality, and even foreign policy. These 
shifts of attitude were not unifonn or consistent, but they 
began to add up. They helped erode people's earlier assump- 
tion that what the schools say they need, the taxpayers should 
provide. 
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Another problem, less philosophical, was that schools faced 
strong competition for the local tax dollar. Especially in large 
cities and metropolitan centers, the costs of other public ser- 
vices were also skyrocketing. Welfare, police and firemen, 
hospitals, sanitation, and public transit were all at least as in- 
dispensable as schools in the fight for urban survival, and all 
could persuasively press their claims. 

To pay for those local claims, both state and local taxes had 
to go up, which they steadily did. State support could come 
from varying mixes of income and sales taxes, the former 
usually withheld by employers, the latter paid in hundreds of 
deceptively small and seemingly painless installments. At the 
local level, however, there had to be almost total reliance on 
the property tax, which renters could feel with every increase, 
and which homeowners could see in stark three or four-figure 
totals on their annual mortgage statements. Some 90% of 
school districts levy their own taxes, and in those which do not 
the proportion of total property tax which goes for schools is 
usually clearly stated. Unlike the costs of bombers or crop 
supports or new streetlights, there was nothing invisible about 
the price tag on education. 

Not surprisingly, a growing resistance to high taxes has 
found popular focus in particular objection to school taxes. 
Feelings of taxpayer revolt could be effectively expressed in 
the numerous local referenda which must be held to approve 
construction bond issues and even operating budgets. The re- 
sults are clear and sobering. In case after case voters simply 
refuse to let school budgets rise any higher. Latest figures 
show that in fiscal 1971 fewer than half (46.7%) the school 
construction bond issues in the country won approval at the 
polls— down from 75% in 1965 and 89% in 1960. Schools have 
suffered in their operating budgets, too. Especially in urban 
centers such as Detroit, Los Angeles and Cincinnati, teachers 
have been laid off, class sizes increased, school time curtailed, 
or experimental programs dropped. The day of easy money 
for public education is a day of the past. 

Inequity in School Funding 

One might argue that a spell of stringency would be healthy 
in education, compelling educators' attention to essential prior- 
ities and efficient management after a decade of getting what- 
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ever they asked. Unfortunately the matter is not that simple. 
Another question has been raised, more fundamental and of 
even greater practical consequence than the generosity or 
skimpiness of school budgets in general. It is the question of 
equity. When public revenue is raised for schools, is it raised 
fairly? And when public money is shared among schools, is 
it shared fairly? 

R^ooni Court DscUons 

Within the past year plaintiffs for both students and tax- 
payers have persuaded courts in five states that the answer to 
both these questions is "no." They have challenged their states' 
school finance statutes on constitutional grounds, and won their 
arguments. One of the cases * has been accepted for appeal be- 
fore the Supreme Court this fall. Since the statutes under 
challenge are essentially similar in all states except Hawaii, 
legislators across the country have been quick to see that these 
decisions have a "landmark" quality. Even if not upheld na- 
tionally (although some of them must be, as they are based 
in part on state constitutional provisions), they have set in 
motion a rethinking of state responsibilities in school finance 
which is not apt to die away easily. 

The first and most famous of the five cases was Serrano v. 
Priest, ruled on by the California Supreme Court at the end of 
August, 1971. In detailed briefs, the now familiar facts were 
laid out: The reliance on the local property tax forces some 
districts to set much higher levies than others, yet typically 
they receive much less in return. The contrast between aflluent 
Beverly Hills and property-poor Baldwin Park, both in metro- 
politan Los Angeles, became famous. Beverly Hills' tax rate 
is less than half what Baldwin Park is willing to bear. Yet 
the people with lower taxes have more than $1,200 for each 
child's schooling, while the people who try harder have less 
than $600 per child. So conspicuous and arbitrary a discrim- 
ination, argued the plaintiffs, is in fact a denial of equal protec- 
tion. Taxpayers and children alike, in districts such as Bald- 
win Park, are being inequitably treated. The state-legislated 



1 Rodriguez v. San Antonio Independent School Distnct, 327 FSupp 
280 (W.D. Texas 1971). probable jurlsdicUon noted by the U s' 
Supreme Court June 7, 1972. 
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system of school finance, which establishes the inequity, must 
be changed. 

The California Justices agreed. In doing so they stated their 
opinion that education in the public schools is a "fundamental 
interest". The Court took care in distinguishing education from 
other public services, for education, unlike fire protection or 
sewers, is a service which the state by its own constitution is 
obligatad to serve, and which, as such, may not be conditioned 
on wealth. To allocate money for schools on the basis of local 
property values effectively sets just such a condition. "It 
makes the quality of a child's education a function of the 
wealth of his parents and neighbors." There is no compelling 
reason why school taxes should be so raised or so distributed 
The state will have to devise a different system. 

Barely six weeks after Serrano, a federal district court in 
Minnesota, in Van Dusartz v. Hatfield, adopted the California 
arguments and findings as wholly applicable in that state also. 
The stance of the state toward its school children, said this 
judge, must be one of "fiscal neutrality." It is the opposite 
of neutrality to construct a funding system which rests on dis- 
parate tax bases. "This is not the simple instance in which the 
poor man is injured by his lack of funds. Here the poverty is 
that of a governmental unit that the state itself has defined 
and commissioned." By making resources for education a func- 
tion of that local poverty, the state needlessly violates the equal 
protection guarantee. Again, the state will have to devise a 
different system. 

Another federal court, this one in Texas, handed down 
the third Scrrano-type decision, shortly before the end 
of 1971. This case, Rodriguez v. San Antonio Independent 
School Distnct, will be heard by the Supreme Court in the 
October, 1972 term, and thus is likely to become even more 
familiar than Serrano itself. In the argument there is spe- 
cial emphasis on the discriminatory effect of Texas' school 
finance structure against poor children, rather than simply poor 
districts. The conclusions of the court are the same, however— 
namely, that the state's "tax more, spend less system" is un- 
constitutional and must be changed. In this case, unlike the 
preceding two, the judges gave the legislature a deadline. 
Barring reversal in the higher court, Texas legislators must act 
to change their system by the school year 1973-74. 
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The only post-Serrano case in which the plaintiffs have 
failed, so far, is Spano v. Board of Education, in Lakeland, 
New York. In January, 1972, the New York Supreme Court 
(which actually is not the state's highest tribunal), refused 
the gauntlet which the other cases had successfully thrown 
down. It would be inappropriate and imprudent, the Spano 
judge felt, for his court to enter so tangled a thicket as school 
finance. Among other matters, he was concerned about the 
effect of a Scrrano-like decision on bonded debt secured by the 
ad valorem taxes of school districts. The existing school finance 
system may well be "vestigial, inadequate, and unfair," he con- 
ceded, but changing it is a matter for the state legislature or 
the U.S. Supreme Court. 

There was no such hesitation in neighboring New Jersey, 
when two days later the Superior Court of Hudson County 
ruled in Robinson v. Cahill. Here the plaintiffs were not only 
parents and property owners, but also the Mayor, City Council, 
and Board of Education of Jersey City. They named both 
houses of the state legislature, along with state executive 
branch officials, as defendants. Their complaint, although it 
contained a Serrano-like claim, emphasized the argument that 
similarly situated taxpayers ought not to be taxed at differ- 
ent rates for a common state purpose. They also maintained 
that New Jersey's constitutional mandate for a "thorough and 
efficient" public school system is thwarted by the inequi- 
ties of New Jersey's school finance structure. The trial 
judge agreed with both of these contentions. On grounds of 
the state constitution he voided the key education finance law 
(taking care not to vitiate obligations to bondholders), and 
directed the legislature to produce something better. Assum- 
ing he is upheld on state constitutional grounds by the New 
Jersey Supreme Court (which, given that court's past deci- 
sions, is most likely), there is no legal basis for appeal of this 
decision to the federal level. 

A fifth victory was recently registered for the school finance 
refoim movement when a trial judge in Arizona declared that 
state's school financing system unconstitutional. The decision, 
captioned Hollins v. Shofstall, was patterned closely after the 
Serrano opinion. The court's order permitted the Arizona 
legislature approximately two years to develop a system not 
dependent on local wealth for funding public schools. 
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What ike Courts Mban— mud What Thay Do Not Moan 

Five strong cases, then, in less than six months' time, have 
brought the equity problem in school finance to sharp focus, 
and to unprecedented public attention. Courts in the west, 
north, southwest, and east have considered typical state statutes 
and found them wanting. The success of the plaintiffs has in- 
spired forty or more similar lawsuits in at least thirty other 
states. With variations and embellishments in the argument, 
but with remarkably similar tables of undisputed data, all of 
them press the same two points: 

1) that without reasonable justification, state laws force 
taxpayers in some communities to pay much more for 
schools than comparable taxpayers pay for comparable 

^ schools in other communities; and 

2) that without reasonable justification, state laws* make 
available much greater school resources for children in 
some communities than for comparable children in 
other commimities. 

Few people would argue with the facts as presented, in state' 
after state. The courts which have heard them so far (with the 
somewhat ambiguous exception of New York) have supported 
the plaintiffs' intepretation that there is an unconstitutional 
unfairness about the way we finance public schools. New laws 
must be written. 

No court decision so f ar-^nd none that anyone anticipates— 
attempts to spell out what the new laws must say. The point 
which troubled New York's Supreme Court— that legislative 
changes are the legislature's prerogative— has been amply re- 
spected in all the other cases. Momentous though the judges' 
rulings may be, they all take the modest route of identifying 
what a school finance statute may not do, rather than posi- 
tively prescribing any features which it must include. Judge 
Miles Lord put it most forcefully in his decision in Van 
Dusartz v. Hatfield: 

. . it is the singular virtue of the Serrano principle that 
the state remains free to pursue all imaginable interests 
except that of distributing education according to wealth. 
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« « « Neither this case nor Serrano [nor any subsequent 
ruling] requires absolute uniformity of school expendi- 
tures. On the contrary, the fiscal neutrality principle not 
only removes discrimination by wealth, but also allows 
free play to local effort and choice, and openly permits the 
state to adopt one of many optional school funding systems 
which do not violate the equal protection clause." 

That leaves legislators and governors with responsibility for 
policy in school finance, and with very broad latitude for 
thinking through what the policy should be. More particularly, 
it means that elected state officials have the initiative (and the 
bimien) for practical definition of what is equitable^ That is 
doubtless their most difficult question. 

Dimensions of Equity in School Financ* 

As mentioned several times already, there are two dimen- 
sions in which school finance policy must be fair— and in 
which it is currently unfair. The first is in its distribution of 
the costs of education. The second is in its distribution of 
henefits. 

Pair distribution of costs means equitable treatment of the 
taxpayers. Because schools are generally agreed to be of com- 
mon benefit to all citizens, not just to those who individually 
use them, we can assume that the taxpayers for education will 
be all the taxpayers of the state. The first question of equity, 
then, is a question whether the burden of school costs falls 
evenly across any given category of taxpayers. This is no 
problem for any portion of school expenses which is paid from 
a uniform tax levied statewide. No state income taxpayer in a 
3% bracket, for example, pays more or less income tax for 
schools than any fellow citizen in the same bracket. They are 
equitably treated in school finance, so far as that tax is con- 
cerned. There is a problem, however, for any portion of school 
expenses which must be paid from a non-uniform tax. All 
owners of $20,000 homes do not pay the same amount of prop- 
erty tax for schools, and the differences bear r o rational rela- 
tion to any differences in benefits received As property tax- 
payers they are not equitably treated in school finance. 

Another aspect of tax equity is the strong agreement among 
Americans that taxation should be proportional to one's 
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ability to pay. In any system of school finance where local 
units must contribute their own taxes to the support of local 
schools, this principle will require some estimate nt each dis- 
tricts ability to pay. The tax burden could then be varied with 
that ability. At present this type of equity is rarely achieved, 
and even where an attempt is made, the measure of ability to 
pay is usually no more sophisticated than property value per 
pupil. That is far too crude and incomplete a standard for ar- 
riving at a community's actual tax capacity to support its 
schools. To mention only one shortcoming, central cities are 
relatively rich in real estate and often have relatively few 
school children. That gives them high ratings in property 
value per pupil. But they are also relatively overburdened 
with expensive and necessary municipal services other than 
education. As a result, their property does not have as 
much ability to pay for schools as the less valuable, but also 
less taxed, property in many other communities. 

Education tax burdens can be made more equitable, and 
some of the likely ways for doing it are outlined below. The 
challenge to legislators — both from the courts and from a grow- 
ing voter awareness that the tax structure is not fair — is to 
decide what equity requires in their own states, and then to 
pass statutes which will bring it about. 

Fair distribution of educational benefits, in a democratic so- 
ciety, means making the effort to provide every child with 
equal educational opportunity. This is a longstanding goal— 
in fact a fundamental purpose— of free public schools, but that 
does not make it easy to achieve. Perhaps the most difiicult 
obstacle is the rather wooden (but well-intentioned) notion 
that equal opportunity exists when all children receive iden- 
tical educational services. In terms of school finance this would 
define equity as a matter of spending the same amotmt (per- 
haps adjusted for regional cost differentials) on every child. 
In view of the indefensible disparities in per pupil spendin;^ 
now, the idea has a certain surface attractiveness. It would 
at least be an improvement over a system which works to 
short-change so many, so irrationally. 

A moment's thought will show, however, that an equal- 
dollars approach (unless the amount of dollars is extraordi- 
narily high) is inadequate to the goal of equal opportunity. At 
best, it woold produce equality without fairness. Fairness re- 
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quires recognition that children themselves are not identical, 
and therefore neither their schooling nor the amounts of 
money spent on it should be identical. They come to educa- 
tion with different aptitudes, different interests, and from 
sharply different circumstances. The goal of fairness in 
public education is that, notwithstanding the differences, all 
children should stand on an equal footing as they cross the 
threshold from childhood to independent maturity. They 
should be equally well equipped to build satisfying adult lives 
in a free society. 

This is an idealistic, egalitarian, democratizing goal, to be 
sure. It is also a deep-rooted motive force in America's com- 
mitment to public schools. Its clear implication for school 
finance is that those with greater educational need, whether 
they are educationally disadvantaged or exceptional students, 
should receive the benefits of greater educational investment. 
That is easy enough to see in the case of children who are 
blind or physically handicapped. It is not always so persua- 
sively evident when the marks of educational impediment are 
poverty, social isolation, or accumulated racial oppression. 
The challenge to legislators is to decide what educational 
investment policy will yield the greatest equity dividends in 
their own states, and then to enact legislation which will make 
that policy real. 

Local Funding: Some Prtctical Limits 

Confronted with the dual crisis of inadequacy and inequity, 
it is certain that school finance will loom very large on state 
legislative agendas for the next several years at least. State 
constitutions, traditions, and realities of our governmental sys- 
tem make it inevitable, desirable, and, indeed to some extent, 
legally mandatory that financial policies in education will be 
decided at the state level. In many states the governors will 
contribute major leadership. But in all states the legislators 
will cast the deciding votes. 

Free public education— often required to be "thorough and 
efficient" or a "uniform system"— is a self-imposed constitu- 
tional obligation in virtually every state. Characteristically the 
state governments have delegated operating responsibility and 
much taxing authority to local units. Safeguarding the 
strengths of local control will doubtless be a high priority in 
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any fiscal policy. But the states have always shared im- 
portantly in both setting standards and providing money for 
their local school districts. The pre-eminence of the state in 
education is clear. 

One reason is the practical impossibility of resolving the in- 
adequacy/inequity crisis at local levels alone. Quite apart from 
litigation^ state governments have been under year-by-year 
pressure to increase their general aid to local districts. They 
alone have the taxing capacity to undergird public schools at 
the levels now required. With the entry of the courts into 
school finance affairs, the demand for state-level leadership is 
even greater. The states alone have the breadth of jurisdiction, 
combined with closeness to local concerns, to insure fair edu- 
cational treatment of all their citizens. 

Another reason is the extreme unlikelihood that the federal 
government will step in and take over the states' public school 
funding responsibilities. Washington's financial role in edu- 
cation has hovered around a mere 7% of total school spending 
since 1966. It is likely to increase substantially under some 
form of revenue sharing or other aid to hard-pressed states. 
Perhaps it will even double or quadruple, as often recom- 
mended. But public education will remain a constitutional 
preserve of the states, and no imaginable amount of federal 
aid will relieve state legislatures of their task in school finance 
policy. 

DISTRIBUTING THE MONEY 
Diff^rentUl Spending 

It has already been emphasized that principles of equity 
and equal opportunity do not call for equal expenditure for 
every pupil. Nor has any court required such a rigid stand- 
ard. On the contrary, there are numerous reasonable factors 
which would justify some districts (or some schoc!S| or some 
children) having more money available than others. For in- 
stance: 

• There are student categories with special instructional 
needSi requiring school programs more costly than the 
norm. For the most part these are exceptional children or 
children with imusual learning problems: the blind or 
deaf, the emotionally and mentally retarded, those with a 
non-English mother tongue, etc. 
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• There are larger student categories whose social and 
economic circumstances create a general need for extra 
services from the schools. These include the very poor, 
children in remote and isolated rural areas, those with 
malnutrition and chronic health defects and those who 
spend much of the year in migrant labor camps. 

• There are school districts whose unit costs for goods and 
services are significantly above the median for all dis- 
tricts. Where population is sparse, transportation becomes 
a major item for every student, and the overhead cost of 
libraries or laboratories or specialized teachers may be 
out of proportion to what it is elsewhere. In central 
cities it is salary-scales, land costs, and repair bills which 
are out of line. 

Still other districts have social characteristics which are 
regularly accompanied by above-average school expense: 
crowded housing, one-parent families, tuberculosis, teen- 
age unemployment, etc. The high concentration of disad- 
vantaged children in such areas requires extra-high educa- 
tional investments. 

• And, as already mentioned, a typical fiscal difficulty for 
city districts is that their local tax base is overloaded with 
competing requirements for other public services 

It is not difficult to describe generally the factors which call 
for differential funding in education. Most of them are appar- 
ent. It is still extremely difficult, however, to quantify these 
differences into guidelines for fair and effective distribution of 
school funds. As pointed out by the President's Commission on 
School Finance, there is obvious and urgent need for both a 
cost-of-education index and an education-needs index With 
the former, districts could be compared for the purpose of 
establishing how many dollars each needs in order to purchase 
a given "market-basket" of goods and services. With the latter 
the relative costs of meeting different categories of educational' 
need would be established. If agreed upon and found reliable 
the two indices in conjunction would be invaluable aids to 
those who must set policy in school finance. 

Perhaps some individual states will pioneer in developing 
such cost and need indicators on their own. Meanwhile, legis- 
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lators are far from helpless. They do have their common sense. 
They have differing social policy preferences as to which 
schools or children should be favored with extra resources: 
They have the testimony and financial experience of schools 
in their own states and others. They can hammer out their own 
distribution guidelines — and easily improve on the present pat- 
tern of simply giving the rich more. 

As a specific aid, the detailed research of the National Edu- 
cation Finance Project has already yielded a preliminary table 
of relative costs for nine categories of students. In compari- 
son with ordinary pupils in grades one through six, for ex* 
ample, the table shows that kindergarten programs typically 
have a cost factor of 1.3; compensatory education, 2.0; and 
junior high school, 1.2. Of course these are not prescriptive 
figures. Legislators might well make a different value judg- 
ment from current practice, and decide, for example, that 
greater conmiunity benefits would result from funding kinder- 
garten or pre-school at 1.8 and compensatory programs at 2.5. 

Where these numbers and judgments make a difference is in 
how the state distributes its aid to local districts. Once one 
moves beyond a simple equal-dollars-per-child allocation, there 
are several alternative ways in which typical differences in 
need and cost might be acknowledged: 

• Pupils can be counted (and therefore general aid allo- 
cated) on a weighted-category basis. The policy and polit- 
ical questions are what categories to use (grade level? 
income level? test-score level?), and what weights to 
assign. 

• The state can provide an array of categorical-aid grants 
targeted on particular types of students (e.g., under- 
achievers or non-English speaking) , or in particular fields 
of instruction (e.g., reading and math). 

• The level of a district's general aid can be keyed to cer- 
tain socio-economic characteristics of the district as a 
whole, or of its school population. Family income, median 
educational level of parents, or infant mortality rates might 
all be factors in determining how mud; state funding 
a district receives. This approach particularly recognizes 
the out-of-school educational importance of the community 
in which the school exists. 
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• A district's aid entitlement could vary with its tax ca- 
pacity and tax effort, or with its market costs for key 
educational items. The effort here is essentially to equal- 
ize the buying power of local districts, r^^gardless of their 
local wealth or local price index. 

There are advantages and pitfalls in each of thest approaches. 
When features of one are combined with features of another, 
on top of existing traditions and expectations in a given state, 
it becomes immensely complex to estimate just what the fiscal 
impact and distribution effect of any new proposal might be. 
Legislators must have such estimates, nevertheless, for no 
state can simply copy another, and even the best intentioned 
policy plans can backfire when actually applied. It has to be 
known before the law is passed, for instance, whether favor- 
ing AFDC children will have the unintended effect of 
penalizing the poor in districts where other measures of family 
poverty are more accurate. In order to know, legislatures 
must have skilled staff, available f-me on computers, and 
adequate comparable data from every district in the state. 
The inevitable political trade-offs in actually passing legisla- 
tion wil? be sounder and longer lasting^-and more beneficial 
to school children— if they can be m^*de in a framework of 
reliable prediction. 

Full Stale Funding 

The principle of full state funding (FSF) is simply that the 
state should take direct responsibility for distributing (and 
collecting) an overall education budget. It is important to 
recognize th ,t all states already take indirect responsibility 
for funding, by setting the terms and conditions under which 
local districts levy taxes, and » y supplementing local revenue 
with various forms of aid. FSF has often been pro- 
posed as a way of gaining ilexibliity in school finance and pro- 
viding more adequate revenue from a broader tax base. Now 
it is strongly urged in many quarters as the most promising 
way of assuring equity as well. Virtually every specific school 
finance reform proposal, no matter what proportion of total 
funding the state provides now, calls for some increase in that . 
proportion, though not many call for raising it to 100%. 
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The three most difficult questions about FSF, regardless of 
the distribution formula, are these: 

• Woidd FSF g:.ve a. iistrict less money than it has now? 
If so, who can be expected to vote for his own "levelling 
dcwn"? 

• Would FSF "level up" all districts which now have less 
than the highest spending, or all which have less than 
some amount agreed (except by those with more) to be 
adequate? If so, where will the new money come from? 
If not, what is the gain in equity? 

• Would local districts be prohibited from taxing them- 
selves to add on to the FSF figure? If not, won't the pat- 
tern of wealth-based disparities persist? If so, isn't com- 
mendable local initiative being discouraged? And won't 
wealthy communities find ways around the prohibition 
anyway? 

These questions are not impossible to resolve by a leg- 
islature which has imaginative leadership, time to work 
out effective compromises, and a realistic prospect of new 
revenues. Grandfather clauses and save-harmless provisions 
are an obvious concession to the wealthy. Levelling up by spe- 
cified steps over a short time-certain period may reassure low 
spenders and stretch out the tax increase. Add-ons to state sup- 
port can be power-equalized (see below, pages 29-30), made 
contingent on referenda, or both. One can speculate that courts 
will not be rigidly purist where there is a serious effort to 
achieve equity through full state funding. But one can also 
speculate that without strong, serious leadership, legislatures 
will avoid full state funding as long as possible. 

More Staie Funding— Less Local Control? 

The simple answer to this question is that it depends entirely 
on what the legislators decide. Significantly, extensive re- 
search by the President's Commission foimd no correlation be- 
tween degree of state funding and degree of state control over 
school programs. A recent conference of southeastern educa- 
tors and legislators turned up few complaints or fears about 
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centralized control, even though that region generally displays 
much higher percentages of state support than other parts of 
the country. Of course any legislature could pay the bills and 
strip local school boards of their voice in curriculum, person- 
nel selection, or pedagogical style. But legislatures could do 
that now, without paying any more bills than they do. 

There seems little danger of a direct connection between 
school finance reform and an erosion of policy control at the 
local level. If anything, school boards might become more ac- 
tive and influential in educational issues if they were re- 
lieved of the need to discuss millage rates. That does not mean, 
however, that a move toward state funding would not provoke 
some important long-range questions for local school govern- 
ance. 

• If the district tax base becomes unimportant or even ir- 
relevant, would a chief rationale for existing boundaries 
be removed? Would new consolidations begin to emerge, 
or new fragmentations? Would districts tend to become 
larger, as regional service centers, while governance and 
policy shifted toward the parents and staff in individual 
schools? 

• Would incentive funding from the state, rewarding em- 
phasis in particular program areas, tend to replace rules 
and regulations as the major means of influencing local 
policy? 

• In response to budgetary pressures and demand for ac- 
countability, would the state require increased monitoring 
and closer evaluation of local programs? 

A related point is that any degree of new leadership by the 
states in school finance will probably require a strengthening 
of their state executive departments in education. In some 
states this upgrading will be carried out directly in the gov- 
ernor's ofHce. In others it will be an opportunity for the state 
education department. Whatever the configuration and poli- 
tics, it is important for legislators to recognize that reform 
cannot be accomplished without the administrative instru- 
ments to implement it. 
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What About Capital Budgets? 

No legislature will be able to turn its attention to school 
finance without running into the question of what to do about 
capital costs. Many states provide some construction aid At 
least one (Maryland) has already moved to full state funding 
of construction in an effort to rdieve pressure on local taxes 
for operation. Capital budgets are indeed a major ingredient 
in both the adequacy and the equity dimensions of school 
finance. To revise the way they are funded will require as 
much attention to detail and policy as is now being given to 
the task of equalizing operating expenditures. 

Power Equaliiing: Local Tax Burden and Yield 

Under a full state funding plan the state itself would both 
collect and distribute all (or almost all) the revenues for 
education. All such proposals call for imiform taxes— prop* 
erty and otherwise — ^levied statewide, and therefore solve 
quite simply the problem of equity for taxpayers in regard 
to school finance. 

Redi»tricting for Equal W«alth Districts 

If local levies continue to finance any substantial portion of 
school costs, however, the equity problem must be met some 
other way. One approach might be to equalize the property 
tax base for schools by dividing the state into a few large 
taxing regions, each w'^h approximately the same value of 
taxable property pupil. The voters or taxing authorities 
uf all such regions would then have equal resources to levy 
against, and could set their tax rates at the levels required to 
yield the amount of revenue desired. Probably because it 
seems to subordinate lr>cal districts to an artificially con- 
structed intermediate layer of government, this regionaUzation 
approach has attracted little support so far. 

District Power Equalising 

Much more widely discussed is another proposal which 
would give all conununities equal access to property tax rev- 
enue, but do so without rearranging tax bases or tax bound- 
aries at all. What it attempts is to equalize all districts' power 
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to obtain tax receipts, regardless of their property wealth or 
property poverty. Under district power equalizing, as this plan 
is called, the state would guarantee that every district taxing 
its property at a given rate would receive the same number of 
dollars per pupil in return for that effort. The heart of any 
power equalizing plan would be a schedule, enacted by the 
legislature, relating local tax effort to guaranteed tax receipts. 
Each mill of the local levy, for instance, might have the stipu- 
lated "power" to bring in $25 per pupil in the district. If 
the district had low property values, and the mill levy actually 
raised less than $25, the state would make up the difference. 
If the mill levy raised more than $25, the state would recap- 
ture the excess and use it for redistribution. 

Power equalizing formulas can be combined with flat grants 
from state taxes, minimum effort requirements, dis-incentives 
to expenditure above a certain level, and any number of re- 
finements. In all variations, though, school funding is a func- 
tion of tax effort, not tax wealth, and local districts retain the 
two-part choice of how much effort they want to make and 
how much budget they want per-pupil. The local property 
tax continues as a major revenue producer for schools, but 
state policy determines how that tax is imposed and how much 
it will yield. 

Needless to say, power equalizing has few attractions for 
those districts whose property would bring more revenue per 
mill than the formula allowed. In most instances that includes 
not only the privileged enclaves of the rich, but central cities 
with high-value property rolls and low-income school rolls. 
Unless drastically offset by large categorical grants, or com- 
pensatory weightings in flat-grant aid, or a factor acknowledg- 
ing tax overburden for other municipal costs, power equalizing 
for urban districts could well mean higher taxes and less 
money— lew power, that is, to make school finance reform the 
servant of school performance reform. 

RAISING THE MONEY 

Tax policy questions are every bit as complicated as school 
policy questions, and of course are intertwined with them in 
the crisis of school finance. In all likelihood most legislatures 
will find it impossible to take up school finance reform without 
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being pushed toward major revision of their total state-local 
fiscal system. And in many states, tax reform will be the route 
by which legislators come to questions of education policy. 

Traditionally in this country the ad valorem property tax has 
been the mainstay of local government. Some states protect 
this mainstay by constitutional prohibition of any state-levied 
property tax. Since education has been the chief business of 
local government, the property tax has been in large part a 
tax earmarked for schools, and is thought of as such. The tradi- 
tion developed, of course, in a time when property-respecially 
land— was a much truer and more comprehensive measure of 
wealth than it is today. In any event, the sufficiency of prop- 
erty as a tax base for schools has long since disappeared. 
Education now draws heavily from other revenue sources in 
order to survive at all. Although property remains virtually 
the only source for local school funding, in most states' school 
finance picture it is actually just one ingredient of a tax mix 
which also includes sales, excise, and (increasingly) income 
taxes. 

That being the case, it seems superfluous to continue assum- 
ing that schools have a special claim on property tax receipts. 
If the states are to expand their role in school finance, they 
will inevitably seek ways to recapture some local property tax 
money or to pre-empt part of that tax base with property 
taxes of their own. Such statewide receipts, however, could 
be mingled with other state revenues as a single pool for com- 
mon state purposes. There is no need to earmark one tax for 
schools, another for health services, a third for the highway 
patrol, and so forth. There is no particularly appropriate tax 
for any fundamental state function. 

The point is not made just for theoretical neatness. It is 
made in support of maximum fiscal flexibility for state gov- 
ernment. School finance ought not to hinder such fiexibility, 
and with no earmarking of "school taxes", it would not. 
Legislators could then freely debate the best and most feasible 
revenue package for their state, without entangling that sub- 
ject (difficult enough in itself) in their quite different debate 
about the best and most feasible school funding policies. 
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MINNESOTA 

by Anthony Morley 

When the state legislature convened for its biennial session 
in January, 1971, Minnesota had a school finance system fairly 
typical of the rest of the nation. Statewide, not counting fed- 
eral grants, something under half the money for public 
schools came from general state revenues, and something over 
half from local school district property tax levies. The state- 
local ratio (always difficult to calculate precisely) was about 
45:55. 

When the legislature adjourned — ten months, one guber- 
natorial veto, two extra sessions, one influential court decision, 
and innumerable hours of lobbying, costing-out, trade-off 
discussions, and conference committee arguments later — 
Minnesota still had a state-local school finance system, but 
it was no longer typical. The ratio had been dramatically re- 
versed. For fiscal 1973, according to best estimates, the state- 
house share will be 70^ or more, and local districts will have 
to raise only 30% or less. Still, H.F. 262, the bill which finally 
passed and was signed, is a revision of what existed, not a 
totally new start: it did not revolutionize, it reformed. 

This chapter reports on the substance of 'that reform, and the 
zig-zag political process by which it came about. 



THE STATE-AID PACKAGE AND TAX STRUCTURE 
BEFORE 1971 

Minnesota's state support of its 438 local school districts was 
(and still is) a combination of flat grants, a foundation aid 
plan, and categorical grants for particular types of programs 
During 1970-71 it looked like this: 

Flat grant: Every district in the state received $141 per 
resident pupil (K-12) in average daily attendance (ADA). 
Tax-base did not affect entitlement to this subsidy, but it was 
subject to downward adjustment in those very few districts 
which made less tax effort or spent less per pupil than the 
foundation minimums. For purposes of the flat grant, pupils 
were weighted by grade level: They were counted as 0.5 in 
kindergarten, 1.0 in grades 1-6, 1.4 in grades 7-12, and 1.5 in 
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vocational-technical schools. The flat grant accounted for ap- 
proximately 48^ of foundation program payments to local 
school districts. 

In addition, school boards received $30 for each child 
between the ages of six and sixteen in their district from ear- 
marked receipts from the 3^ state sales tax (only sixteen- 
year-olds actually in school were coimted). Finally, each dis- 
trict received reimbursement from the state to replace reve- 
nues lost when certain types of business personal property 
were removed from the tax rolls in 1967. 

Foundation aid: The state guaranteed foundation for public 
school operating budgets in 1970-71 was $404 per pupil in 
ADA (pupil count weighted as above). Local districts were 
required to tax at least 20 mills on the equalized assessed 
valuation of their property. (These mills, called EARC mills 
after the Equalization and Review Committee, are equivalent 
on the average to about one-third of the auditor's mills ac- 
tually levied in the counties.) If 20 EARC mills plus the 
$141 flat grant did not come up to $404 per pupil, the 
state provided the difference. Every district did tax more 
than the minimum, and computation of receipts from the 
minimum millage qualified 368 of them (out of 438) for 
foundation aid beyond the flat grant. These foundation grants 
accounted for approximately 33% of state payments for local 
schools. 

The formula, then, for foundation aid, with flat grant mini- 
mum, was 

(weighted ADA x $404) — (revenue from 20 EARC mills) 

equals 

state aid, but in no case less than $141 

Categorical aid: The chief categorical aid programs in Minne- 
sota were partial reimbursements for transportation, special 
classes for the handicapped, and vocational education. There 
was a small supplement ($500,000) for AFDC pupils in the 
three large cities. All told, categorical programs amounted to 
about 20% of total state aid. 

Money to pay for these various state aids came from Minne- 
sota's general tax revenues. The chief money raisers were a 
3% state sales tax, state personal and corporate income taxes, 
and excise taxes. They produced, respectively, 18%, 45% and 
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7% of the total state operating budget for all purposes. Ele- 
mentary and secondary education, in turn, took 36% of the 
overall state tax receipts. The only tax earmarked for educa- 
tion was a portion of the sales tax, paid directly to districts in 
the form of per capita aid. The state 45% of public school 
expense, in turn, took about 20% of the total state operating 
budget. 

At the local level, school support can>e almost entirely from 
the property tax. A wide range of EARC valuations per pupil 
(from $854 to $30,236) accompanied an equally striking range 
of both local mill levies (from 30 EARC mills to more than 
100) and local per-pupil expenditures (from $384 to $1,052). 
Inexorable arithmetic forced a pattern of poor districts with 
high taxes and rich districts with low taxes. Since the state- 
wide average was about $710, there could be little equaliz- 
ing effect in the $404 guaranteed foundation; and, of course, 
the flat grant provision actually increased disparities by 
giving rich districts an extra subsidy while adding nothing 
to the foundation already guaranteed to poor districts. 

PHESSOTE FOR SCHOOL FINANCE REFORM 

There was no great head of steam for school finance reform 
in Minnesota in 1970. The state's tradition of support for 
public schools was still strong. While voter resistance to local 
tax levies and bond issues was increasing, there were no signs 
that it stemmed from discontent with the schools as such. 
While there were inequities a-plenty between rich districts and 
poor, no Serrario-type decisions or publicity had yet drama- 
tized them in the public eye. No major district was threatened 
with bankruptcy. None was seething with tension over teach- 
ers demands, student unrest, racial hostilities, poor reading 
scores, community control. Some people were concerned, 
active, and taking sides in all these areas, of course, but for 
the electorate in general, school issues and budgets to deal with 
them were simply not very high on the agenda. And since 
the public was not exercized, neither were the legislators. 

The people's chief concern was taxes, and controversy 
centered on how money was raised rather than on how it 
was spent. Since so much tax money went for education 
(53% of local levies, 36% of statewide collections), there 
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was no way that tax worries could not eventually involve 
schools. But it was tax problems which came first, and edu- 
cation problems second— an order of concern that shaped 
both the process and the content of school finance reform in 
Minnesota. 

As in other states, local residential property taxes had risen 
steeply during the 1960's, and thus both parties were under 
pressure to provide some property tax relief by the time of the 
1967 legislative session. Democratic-farmer-labor representa- 
tives (DLF) urged increases in a progressive state income tax 
as the solution. However, Republican legislators, a comforta- 
ble majority in both houses, preferred a statewide sales tax 
and, over deep-seated DFL opposition to any sales tax, enacted 
a 3% sales tax and abolished all local taxes on business per- 
sonal property. 

The 1967 "Tax Reform and Relief Act" earmarked some 
of the sales tax for per-capita payments to school districts, as 
already mentioned. It also reimbursed the districts some $40 
million dollars each year for income they would have had from 
business personal property taxes. (The amount of reimburse- 
ment was based on 1967 business inventories, and thus bore 
less and less relationship to current economic activity or the 
needs of any district.) Most importantly, the 1967 law gave 
homeowners a credit for 35% of their real estate tax (exclud- 
ing levies for bonded debt), up to a $250 maximum. Using 
sales tax receipts, the state made up this credit by dividing 
the amounts claimed between local municipalities and local 
school districts— two-thirds and one-third in the three large 
cities; equal shares in the rest of the state. 

All these features were intended to lessen the burden of 
local property taxes, but the practical effect seemed, in fact, to 
increase property taxes. With the "homesteader's credit," in 
particular, school boards and town councils could raise the 
rates and still make new taxes look like a bargain: a dollar of 
income for only sixty-five cents on the actual tax bill. In 
any event, the year after tax relief saw the sharpest property 
tax rise in Minnesota history— the hikes largely for school dis- 
tricts conrmiitting themselves to higher teacher salaries. So 
despite the changes of 1967, by 1970 property taxes were 
higher than ever, and homeowners renewed their demands 
for tax relief. 
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In the 1970 gubernatorial race, tax policy was bound to be 
an issue. Wendell Anderson, a state legislator from St. Paul 
• nominated by the DLF, determined to make it the central 
. .sue. Douglas Head, Republican nominee and former attor- 
ney-general, helped focus the tax question as pre-eminently 
a school finance question. 

Anderson pitched his campaign to the tax-burdened blue- 
collar homeowner . Without being very specific, he prwnised 
a better mix of taxes for people caught between inflation and 
recession. The Republicans had Had their chance in 1967, he 
said, and only business interests had really benefited. It was 
a class appeal, along typical lin. s, on e :onomic issues. 

In a mid-campaign debate hr'cre the Citizens' League of 
Minneapolis-St. Paul, the candid.-, ies focussed on education 
funding policy. One League rec. n-mendation was that the 
state should genuinely equalize educ-?<; on aid by assuming the 
total operating costs of local school districts, possibly by im- 
posing a uniform statewide property tax. 

Anderson explicitly endorsed the League's recommendation 
for equalized school support. State funding by means of a state 
property levy, he added, could be a possible way to accom- 
plish the goal. 

Head was more guarded. On reflection, he treated Ander- 
son's endorsement as an opportunity to go on the offensive 
against the DFL in regard to taxes. Two days following the 
Citizens' League debate. Head attacked his opponent for even 
considering a statewide property tax. State funding of the 
schools, he implied, would cost far more than mixed state- 
local funding. Anderson stuck to his endorsement. While 
still pushing general tax reform, and always charging the 
GOP with favoritism to business, he let the specific issue or 
school finance become more and more visible. By the close of 
the campaign, his promises of property tax relief and of fairer 
funding for schools were iui«parably linked. 

On election day Anderson won easily, and DFL candidates 
even came close to capturing the historically Republican leg- 
islature. In the new Hou.se, Republicans had only a 70-65 
margin, and in the Senate less than that, 34-33. Without having 
stressed education at all m the early campaign, along the 
way to the statehouse Anderson and the DLF had apparently 
picked up a mandate for school finance reform. 
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GOVERNOR ANDERSON'S 'TAIR SCHOOL 
FINANCE PUOr 

In his first budget address, in January, 1971, Governor An- 
derson offered a "Fair School Finance Plan" — ^the first such 
plan ever presented by a Minnesota Governor. Traditionally, 
the House Education Conurittee, working closely with staff 
professionals in the State Education Department, wrote the 
appropriations bill parcelling out the money designated by 
finance committees* Now Anderson was bringing tax politics 
and education politics together into the legislative arena. 

The budget address outlined Anderson's view of the inade- 
quacies of the overall state fiscal system, with its heavy re- 
liance on the local property tax. With the per-pupil costs of 
education, the most expensive public service, averaging 
$300 more than the maximuiii guaranteed state aid of $404, 
local districts were pushed to intolerable property tax levels. 

Anderson urged tax relief through a policy of limiting the 
amount of revenue derived from property taxes and meeting 
most of the costs of education from state non-property sources. 
His proposal called for the state-funded, non-property share 
of school operating costs to rise from the 1970-71 level of 43^ 
to 70% by 1972-73. 

Beyond the issue of tax relief, of course, there remained the 
problem of inequities in the burden of raising the local share 
(still 30% by 1972-73 under the Anderson proposal). Still 
eight months before the Serrano decision, Anderson's school 
aid formula was aimed at redressing the imbalance. 

The Proposal for School Finance Reform 

The governor planned a two year transition period to imple- 
ment his proposal in the following way: 

1. The foundation level- for state supported expenditures 
per pupil would be set at the Education Department's esti- 
mated statewide average of actual operating costs for each 
year. These figures were $780 for 1971-72 and $819 for 1972-73— 
approximately double the existing foundation of $404. 

2. For the first year the local tax-effort requirement would 
also double, to 40 EARC mills (still well below the statewide 
average); in the second year it would drop to 33% mills. 
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3. Since any millage imposed above the mmimum would 
reduce state aid by as many dollars as it raised, in principle 
the local levy minimum would also become a local levy maxi- 
mum. If this principle were strictly adhered to, all districts 
would soon have the same property tax rate, and Minnesota 
would have enacted a statewide property levy without quite 
calling it that. In actuality the Anderson proposal required 
several major exceptions to the uniformity principle: 

a) In an attempt to compensate Minneapolis, St. Paul 
and Duluth for municipal tax overburden, Anderson pro- 
posed that these cities would receive in the second year 
full foundation aid with only 28% mills as their EARC 
education levy. In effect, the city government would have 
five mills extra for other needs. 

b) Lest any district be levelled down in faculty or pro- 
grams, a grandfather clause was proposed for all which 
had been spending above the average. They could con- 
tinue local taxes at whatever millage (above 33%) was 
required to maintain existing expenditures, plus a cost-of- 
living increase. Their state aid, of course, would still be 
pegged to the $819 average. 

c) There was also an exception at the low-spending end 
of the spectrum. Instead of instantly levelling up all dis- 
tricts spending less than the state-wide average, Anderson 
proposed to stretch the equalizing process over six years. 
In the first year a low-spending district could advance one- 
sixth of the dollar distance between its pr-vious year's 
actual per-pupil cost and the current year's estimated 
statewide average. In 1972-73 they could close the remain- 
ing gap by two-sixths, and so forth. The practical effect 
would be to start their state-aid foundation guarantee be- 
low the average, and bring it up in six annual steps. A 
proportionate initial increase and the san-.e gradual in- 
crease, would apply also to each such district's required 
local mill levy. 

d) Finally, if any district wanted to add on still more to 
its allowable maximum school millage, it could do so by a 
referendum. 

4. Only in the first year would the Anderson plan have 
kept a minimum flat grant (raised to $215 from $141 per 
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pupil in ADA) for every district. In 1972-73 it would be 
dropped, and state aid determined by the formula alone. 

5. The greatly increased state aid was still to be distrib- 
uted on the basis of average daily attendance, with weighted 
pupil counts the same as before. 

6. Per-pupil payments from the sales tax and reimburse- 
ments for the business property exempted in 1967 would be 
abandoned. 

How Reforms Would Be Financed 

This plan required $390 million of new state money for edu- 
cation over the biennium. The governor emphasized that the 
amount was no more than expected cost increases under the 
old plan. So in a very real sense, he argued, the proposal was 
for $390 million of property tax relief. 

Nevertheless, achieving that relief through so dramatic an 
increase in the state share of school funding required unre- 
lieving some non-property taxes. New or e? . it-'e pro- 
grams in addition to school aid required a * ^ ; . of $762 
million in new revenue — no small r (if ^ routed) of 

Minnesota's first $3 billion biennial bu T^t. 

Anderson's tax proposals, to a Republican legislature, were 
in the best DFL tradition. Fully 80% of the new money was 
to come from increased personal and corporate income taxes. 
For most of the remainder he would hike excise taxes on cigar- 
ettes and liquor. There was no mention of increasing the sales 
tax. 

THE LEGISLATIVE RESPONSE 

With proposals this specific, this far-reaching, and this ex- 
pensive laid clearly on the table, it was time for getting down 
to brass ta(*cs in the Minnesota political process. Governor 
Anderson — aggressive and articidate, with a personal staff 
to match — had thus used his first days in office to press for 
turning around the tax structure and for a major shift in the 
approach to local responsibility for school receipts. He could 
claim a mandate of sorts; he could hold center-stage in the 
media; he could define the agenda for debate. 

The opposition in the legislature, with prerogatives, pow- 
ers, and status of its own and claims to closer touch with 
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grassroots sentiments, could amend, bottle up, or replace what 
the governor proposed. And there were many special interest 
groups which felt that they would be affected by some aspect 
of the school funding and tax debate. It took ten full months 
to develop the dialogue which led to Minnesota's resolution of 
the school finance issues. 

First, the governor's proposals were drafted in bill form. 
Costing out the fiscal effects for every school district showed 
a need for modifications even before formal debate began. 
Throughout the spring, testimony was heard by the education 
and finance conunittees of both houses, and alternative bills 
were introduced to couiiter the administration effort. When 
the administration bill came to a vote in the House, it was 
defeated, and a more successful bill did not emerge. At ad- 
journment of the regular session in May, there was no new 
law for either taxes or school aid. 

The legislature was called into tvl a session during June 
and July and a "Senate Sununit Bill," which was pushed by 
senior Republican leadership, got through the upper chamber. 
This bill was acceptable to the governor but not to Repub- 
licans in the House. The representatives narrowly rejected 
the Senators' work and passed a ISO-page tax and school-aid 
bill of their own, basically the old foundation formula with 
a bit more money attached. The Senate acquiesced, and on the 
67th day of the extra session Anderson's proposals were finally 
scrapped, and Minnesota had the House bill for law. 

Governor Anderson vetoed the new bill, angrily denouncing 
those provisions which assured that "the higher your income 
and the wealthier your community, the less you pay and the 
more you get." With the legislature set to reconvene in Oc- 
tober, Anderson asked the leadership to appoint a special ten- 
member Tax Conference Committee, which would go to work 
immediately on a new compromise that the full legislature 
could pass in "no more than a dav." 

Once the legislature had reassembled, seven days of virtually 
non-stop negotiation and compromise (around the governor's 
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dining-room table) produced House File 262. The "October 
Compromise," as it is called, cleared both chambers and was 
signed on October 30th. 

THE ROAD TO COMPROMISE 

In addition to the governor's strong initiative, there were at 
least two major strands in the political dynamic of this strug- 
gle: the internal life of the legislature itself and the external 
influence of interest, groups and lobbyists from around the 
state. 

As mentioned before, both House and Senate were much 
more closely divided, between Conservatives and DFL, than 
before. With almost a third of the legislators newly elected, 
and with much of the old-line leadership eone. there was in- 
evitable jockeying for power among the members throughout 
the session. Questions of what positions to take on taxation 
and school aid sometimes became questions of how to man- 
euver for influence and stature among fellow lawmakers. 

The balance of power was especially uncertain in the Sen- 
ate, once dominated by a few Conservatives and now divided 
between 33 Conservatives and 33 DFL, with one inde^ endent 
who voted with the Conservatives. The Conservative leaders 
were experienced and strong, but of a different sort from 
the people who had controlled things before. For one thing, 
they knew that the Senate as a whole now shared many of 
the views on tax reform which had elected Governor Ander- 
son. For another, both the president pro-tern and some key 
committee chairmen generally shared those views themselves. 
Specifically, they personally favored school aid equalization. 
They were in the liberal-Republican tradition, the sort of 
men who were comfortable with Citizens' League perspectives 
and oriented primarily toward achieving harmonious bi- 
partisan rationality in government affairs. They were certainly 
not partial to the Governor's soak-the-rich rhetoric, but they 
were not apt to meet compromise with intransigence, either. 

The situation in the House was rather different. Though the 
Conservative majority was slim (70-65) , it was still enough for 
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determined Conservative leadership to win in crucial tests 
of strength — such as the rejection of the "Senate Summit 
Bill" in July. The House leadership, moreover, appeared to 
want such tests as opportunities to put a brash young gov- 
ernor in his place. The House Education Committee chairman, 
in particular, resisted having his committee (and the Edu- 
cation Department as well) pushed to the fringes of policy 
power. The governor did not lack for quality and willing sup- 
port among DEL representatives, but they did not quite have 
the votes in the House, and that nearly cost the governor his 
program. Things were so balanced as to almost guarantee leg- 
islative immobility. On one side was a vigorous Democratic 
chief executive with a persuasive staff and an arsenal of data 
from his own state planning agency; on the other, knowl- 
edgeable and motivated Republican opposition, one in effective 
control of the lower chamber; and, in the middle, a mediating 
Senate, inclined toward change but separated by party al- 
legiance from the governor and by temperament froiP the 
House majority. Clearly the fulcrum of forces in this triangle 
^ *as the Senate. And in the opinion of almost all observers, it 
was Senate Republican leadership which ultimately managed 
the October Compromise. 

Pressures, Changes, Trade-Offs and Compromises: The vari- 
ous bills at issue in this legislature involved not just educa- 
tion matters but taxes which would have a direct effect on 
scores of governmental units in addition to school districts. 
Therefore, virtually every citizens' group or special purpose 
organization could claim a legitimate self-interest in trying 

to influence the legislative outcome. A great many did try 

some with general expressions of support or opposition, some 
by focussing on particular provisions they wanted or feared. 
Of the four large metropolitan dailies, two (in St. Paul) op- 
posed the administration proposals, and two (in Minneapolis) 
favored them. Business and banking interests testified against 
income taxes (especially corporate) and in favor of a higher 
sales tax. The state AFL-CIO and the Farmers Union argued 
just the opposite. The Minnesota Federation of Teachers went 
on record for equalized school aid and a statewide property 
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levy. The Minnesota Education Association took no position. 
The School Boards Association, unofficially, worked against 
any restriction or removal of local taxing powers. School 
superintendents testified individually, according to how the 
proposed formulas would affect their districts. City government 
officials backed all moves to increase municipal aid. Rural 
groups were wary in general of an Anderson effort to favor 
urban areas. The efforts of these groups were reflected in the 
modifications of the final bill. 

AFDC Pupil Count: Explicitly acknowledging municipal tax 
overburden, the original administration proposal provided a 
lower millage requirement for education in the three large 
cities. To Minneapolis public schools, though, this favor was 
imwelcome. They saw it as a millage ceiling (which it 
was) , potentially blocking the schools from getting their fair 
share of total city taxes. A large city's true educational 
overburden, they argued, is its disproportionate share of 
disadvantaged children whose educational costs aro greater 
anywhere. The three big cities enroll 56% of Minnesota's 
AFDC pupils. Minneapolis lobbylbls claimed that the best 
way to aid center-city districts directly, and at the same time 
do justice to the 42% of AFDC children who live in rural and 
suburban school districts, was not by a tax break, but by extra 
weighting for disadvantaged pupils in the count of pupil-units. 
The argument prevailed. The millage differential for first- 
class cities was dropped, and a 1.5 weight for each AFDC pupil 
put in its place. For Minneapolis alone the change increased 
state aid by $4.5 million. 

Agricultural Property Differential: Rural opposition to the 
urban-oriented AFDC , provision was strong and emotional, 
even in the face of clear cash benefits which the weighted 
pupil count would bring to depressed country districts. To 
help overcome this rural resistance, Minneapolis schools 
rounded up urban support for some vocational and special 
education provisions which would particularly help the rural 
and suburban districts. However, the key trade*ofT was the 
administration offer of a farmland tax benefit to balance cities' 
educational benefit. Minnesota agricultural property had 
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long been taxed at a lower rate for school support than other 
property. This "ag differential," required by the state, threw 
an extra burden on non-farm homeowners and businesses in 
any heavily agricultural district. The administration agreed 
to a provision for the state to make up the ag differential by 
direct payment to the districts. 

ADM /or ADA: With bi-partisan support, the basis for 
state aid was shifted from average attendance to average 
membership so that schools would no longer be penalized for 
sick or truant or snowbound children. Urban districts, with 
higher absence rates, would gain most from this change, but 
virtually everyone agreed it made sense. 

Measuring Local Wealth: The Citizens' League and urban 
government lobbyists pressed for adjustments in the EARC 
measure of school district tax base through formulas which 
would take into account municipal overburden. But such 
formulas seemed impossibly complex, and EARC remained 
unaltered, while the cities' financial problems were addressed 
by other additions to the whole tax package. The House DFL 
leadership tacked on a 30% increase (from $98 million to $125 
million) in aid to non-school local governments. This aid is 
on a per-capita basis, with municipalities in the seven-county 
Twin Cities metropolitan area receiving $2 more per person 
than the rest of the state. Moreover, the distribution is pro- 
portionate to each government's non-school property levy so 
that the center cities with extra tax burden get extra state 
aid. And as additional acknowledgment of metropolitan inter- 
dependence, 40% of all future growth in property assessments 
in these counties is to be treated as their common tax base. 
Besides serving big-city interests well, the effect is consistent 
with Governor Anderson's basic intent: to reduce property 
taxes and shift the costs of local services to a statewide taxing 
package. 

No Losers: A self-explanatory political principle in the ad- 
ministration approach was that no school district should lose 
money under the new formula. Therefore, the bill included 
the grandfather provision against levelling-down. Costing-out 
the proposals, however, showed that districts with declining 
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enrollments would lose substantial aid, without any corres- 
ponding drop in costs. Not only some rural areas, but central 
cities like Minneapolis and St. Paul were in this category. The 
governor needed their votes, too, so, to lessen the impact of 
population loss, it was agreed that such districts could use a 
two-year average in counting pupils for foundation aid. Then, 
to close off any further possibility of someone's being hurt, 
the administration added a "save harmless" clause. It said that 
each district's new foundation aid must at least equal the 
sum of previous foundation aid and per capita sales tax pay- 
ments. That still was not protective enough. In final bargain- 
ing the new ag differential payments and the old exempt 
property reimbursements had to be added to the annual guar- 
antee. 

Flat Grants: Without any educational rationale, automatic 
flat grants provide a demonstrably dis-equalizing bonus to the 
wealthy. The governor proposed dropping them after 1971- 
72. However, legislators insisted on something for everybody, 
and flat grant aid continues, at $215 per-pupil, for at least 
this biennium. As the level of foundation support approaches 
actual operating costs, the number of districts for which the 
$215 is an unearned bonus will drop. By the funding terms of 
the "October Compromise," some 76 districts will be specifically 
favored by the flat grant in 1971-72, but only 19 in 1972-73. 

How High a Foundation?: The governor proposed to set 
the foundation target level at the actual statewide average 
district cost per-pupil— $780 in the first year, $819 in the sec- 
ond (actually, the shift from ADA to ADM as the pupil count 
would have lowered these amounts slightly). This near- 
doubling of the existing foundation ($404 per pupil) seemed 
staggering to many people inside and outside the legislature. 
And the DFL did not have enough votes to put that great an 
increase all on the state income tax. Major compromise was 
inevitable on both the amount of foundation aid and the source 
of new revenue to cover it. The "October Compromise" pro- 
vided a $600-per-pupil foundation the first year and $750 per 
pupil the second. The required local tax effort was set at 30 
EARC mills. Additionally, the DFL agreed to raise the sales 
tax. 
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Slowing Down the Levelling-up: The DFL had to make 
another concession in the plan to put below-average districts on 
an escalator leading to substantial parity across the state in six 
years time. Though a gradualist plan, its probable cost scared 
the legislators, and they came up with a complicated substi- 
tute. Essentially, it keeps a tax-poor, below-average district 
where it has been relative to others by limiting all districts 
to the same cost-of-living-per-pupil increase ($87) over the 
biennium. There will be some levelling-up effect in 1972-73, 
because $87 is a greater proportionate jump in a low budget 
than in a high one. Also, in calculating foundation aid, an 
above-average district must subtract any special education 
aid from its per-pupil average cost figure. The net effect is to 
tighten the levy limitation in some grandfathered districts 
(if they happen to be heavily aided for handicapped chil- 
dren), and to allow it to rise slightly in low-spending dis- 
tricts. That is only minimally equalizing, a far cry from the 
original proposal. 

State Taxes: The final package of new state taxes, of course, 
was also a compromise. The governor had asked in January 
for $762 million new revenue in a $3-billion bTennium budget. 
In October he actually got $581 million new revenue in a $2.9- 
billion budget. Over a third of the new money is a result of 
raising the income tax on corporations and banks. Th:?se were 
concessions won with difficulty from the C^ nservati/es. In 
return, the DFL agreed to broaden the sales tax and let it rise 
from 3% to 4%, thereby creating another quarter or more of 
the new money. The remainder comes from excises and mis- 
cellaneous items. 

Over half the increase will go to school districts under the 
now formula for state aid. By virtue of this aid, and by the 
limitations on local school levies, property taxes for the state 
as a whole will drop almost 20%. The figures are well below 
what the governor first hoped, but they are far above what 
he threw back to the legislature with his August veto, and 
they clearly indicate a major change in Minnesota fiscal 
policy. 
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PRESENT IMPACT AND FUTURE PROSPECTS 

The new fiscal policy resulting from the Minnesota tax and 
school finance debate has: 

1) reduced the homeowner's property tax; 

2) levelled out disparities in the burden of property tax; 
and 

3) forestalled any new escalation of property taxes and 
any re-emergence of the disparities. 

To the very large extent that the property tax is a school tax, 
achieving these objectives will influence the state's educational 
policy as well. 

Homeowners' property taxes have already dropped, virtually 
everywhere in the state, by an average of 11.5%, though the 
fact that the drop is not much larger reflects how strong the 
upward pressure on property tax is. The overall reduction 
comes from a much larger percentage reduction in school 
operating levies, and (to a lesser degree) from the relief of 
municipal levies provided by increased municipal aid. Mean- 
while, the rise in other local property taxes (for such com- 
mitments as school debt service, pensions, metropolitan transit, 
or county detention homes) is continuing, eating into the 
reduction aiTorded by increased school operating aid from 
the state. In most places these other parts of any taxpayer's 
total property levy have risen more than originally estimated 
by the state planning agency, a difference which explains why 
the average reduction is 11.5%, instead of the predicted 20%. 
In some areas the lower school millage is almost wholly offset 
by increases in other categories. In a very few there are even 
slightly higher rates than before. 

Against this must be set the unquestioned fact that with- 
out the new law both school and minicipal taxes would have 
risen substantially. Relative to what this year's tax bills would 
have been, property tax savings are far more impressive than 
11.5%,; "Would have been," however, is difficult to spotlight 
politically, and even a realist can be disappointed that, with 
sales and income taxes up, property taxes still seem far from 
low. 
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In any event, there is not likely to be much pressure to re- 
turn to heavier reliance on the local school tax. Indeed, the 
tangible benefits of this biennium may make it persuasive to 
propose still greater operating aid for schools, a similar tax- 
sharing approach to capital costs, a further infusion of money 
into non-school budgets, or some combination of all three. It 
is probable that schoolr. (and millage elections) will no 
longer be the taxpayer's whipping boy. Though still the larg- 
est item, they are now a smaller proportion of local govern- 
ment costs, and limits have been set on how fast their spending 
can increase. 

A second aim of the new legislation— to diminish the tax dis- 
parities from one district to another— is being partially ac- 
complished, though local tax rates are still far from equal. 
In the Twin Cities metropolitan area, for instance, the spread 
between highest and lowest total local tax rates has been re- 
duced from 251 mills to 160 — or by more than a third. The 
narrowing of the gap results chiefly from new state help to 
schools in high-tax/low-expenditure districts (typically the 
modest-income bedroom suburbs) which benefit most from 
the new school aid formula. Low-tax/high-expenditure dis- 
tricts achieve very little tax reduction.. Thus, the ceiling on 
tax rates is lowered, and the floor remains about the same. Of 
course, a gap remains. Some homeowners in the metropolitan 
area still pay 1.5 times the rate of others in total taxes, and 
more than twice the rate for schools; it is still the wealthier 
districts which pay the lower rates. This limited progress 
toward tax-rate equalization is not at all matched by progress 
toward equalization of resources for school children. As al- 
ready explained, there is to be very little levelling-up of 
what poorer districts can spend, and no levelling-down of 
what wealthier districts already spend. Optimists will say 
that greater equity in revenue raising is the prerequisite 
for equity in revenue distribution— and that some gains 
have been made here. Pessimists will say that mollifying 
homeowner-taxpayers distracts attention from the needs of 
children in school— and that now the state has simply taken 
over a pattern of serving these needs inequitably. Who is 
right will become much clearer in the next round of actions 
among the governor, the legislature, and the courts. 

To keep property taxes from resuming their upward climb, 
Minnesota now has a statewide limit on what may be levied for 
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school operation. The limit also strongly constrains property- 
rich districts from maintaining , their budget advantage 
over the property-poor, and protects poor districts from the 
extra high millage rates they had been forced to adopt before. 
Even with grandfather clauses and save-harmless provisions, 
it does operate to flatten out disparities of tax burden. 

The impact on actual school receipts and expenditures is 
much less striking, for the "October compromise" was finally 
more concerned with keeping all costs down than with helping 
low-spenders catch up. In this biennium there will not be 
a highly visible equalizing effect on per-pupil expenditures, 
though a number of below-average districts which were near 
the limit of what their taxpayers could bear have probably 
been saved from falling still further behind. 

In the legislative session next biennium, there will presum- 
ably be a strong effort to remove expenditure disparities as 
well as tax-rate disparities. Perhaps by that time, though, 
some property-rich districts may be trying just as hard to 
have their spending limits relaxed. The two efforts cannot 
both succeed, and again the relationship of fair taxes and fair 
education will become an issue for debate. 

Two factors argue that when that debate emerges in the 
legislature again, in 1973, it will begin at a very different 
point from where it began in 1971. One is the influence of court 
decisions on how Minnesota legislators think about school 
finance. Judge Miles Lord handed down his Serrano-type 
opinion in Van Dtisartz v. Hatfield during the closing days of 
the Tax Conference Committee's October negotiations. The 
immediate effect of that decision was a strengthening of the 
impetus for a new school aid law. It had tht* longer-range 
effect of making Minnesota lawmakers particularly aware of 
the equity issues involved in their responsibility for school 
finance policy. The Van Dusartz case is now inactive, but 
interest in its arguments has been heightened by subsequent 
decisions and by the intervention of Governor Anderson as an 
amicus in the Supreme Court hearing of Rodriguez v. San 
Antonio Independent School District. The new Minnesota 
law, despite its improvement over the old, almost certainly 
does not meet the Serrano principle which Judge Lord 
adopted— "that the level of spending for a child's education 
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may not be a function of wealth other than the wealth of the 
state as a whole." Even should the Supreme Court decide 
against Rodriquez early in 1973, the effect would probably be 
only to slow down Minnesota's momentum toward reform, 
not to reverse it. 

The second factor has to do with that momentum. After 
ten months of political stalemate, Minnesota moved in a clear 
direction toward strong control of the total tax system by the 
state legislature. Fair taxation is not possible, it was finally 
agreed, without an even-handed, state-level tax policy that 
avoids having major taxes set by multiple and imequal juris- 
dictions. 

The principle of fair taxation as a state responsibility has 
been established. The question in 1973 will be how to con- 
tinue movement along the direction chosen in 1971. There will 
doubtlss be pressure to equalize further the school tax bur- 
den and discussion of the idea that there should be equity in 
the spending of money as well as in the collection of money. 
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MICHIGAN 
byClarHilM 

The move toward revision of the system of financing pub- 
lic education is still in the proposal stage in Michigan. How- 
ever, a concerted iDng-term reform effort, led by a governor 
who has made education his major theme, may break through 
the political deadlock this year. This November's ballot will 
include two constitutional amendments that would dictate 
certain reforms in the tax system and pave the way for 
others in the method of raising and distributing funds 
among the local school districts. In addition, the Republican 
governor and the Democratic attorney-general have joined 
as plaintiffs in a lawsuit ^ seeking a declaration that the exist- 
ing school finance system violates both the United States and 
Michigan constitutions. 

BACKGROUND TO REFORM: CURRENT INEQUITIES 

The current method of financing Michigan schools relies 
heavily on local property taxes and results in gross and irra- 
tional discrepancies in per-pupil funding around the state. 
Some general operating funds for Michigan schools under the 
current scheme consist of state and, to a much smaller extent, 
federal aid, but the primary source of money for the schools 
is the property tax levied in the 1 ^al district: 

' yUUken v. Green. An earlier court challenge by the Detroit school 
board was initiated in 1968, but later dropped. The basic cl'^im of the 
Detroit suit, that states should fund edu'^ation on the basis of individ- 
ual student needs, wra rejected by the Supreme Court in McInrUs v. 
Ogilvie. 
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General Fund Revenues of Local School Districts 
In 1970-71 By Major Sources 2 



Revenue (Millions) 



Local Sources 

Property taxes » 
Tuition from patrons 
Revenue from revolving funds * 
All other local revenues 



$931.5 
5.5 
76.6 
23.4 



Total Revenue from Local Sources 



$1,037.0 
3.4 
754.8 



Intermediate Sources 
State Aid 



Federal Aid 



81.0 



Gifts and Bequests 



2.2 



Total General Fund Revenues of Local Districts $1,878.4 



In 1970-71 local property taxes provided about 46% of all 
general fund revenues; state aid provided about 45%; federal 
aid, about 4% ; and all o^her sources combined, about 5%. 

Michigan's 2.2 million public school children are educated 
in 624 school districts, each of which sets a property tax rate 
for education in millage elections. The state has made an 
attempt at equalizatiun of general operating funds by em- 
ploying a formula which has re aced, but certainly not elimi- 



2 Citizens Research Council of Michigan, An Analysis of the Gov- 
ernor's Proposals for Financing Elementary-Secondary Public School 
Operating Costs and a Comparison imth the Democratic Party Pro- 
posal, p. 12. 

» The $931.5 million reported by local school districts as property tax 
revenues includes collections from the current tax levy, collection of 
prior year taxes and interest and penalties on delinquent taxes. It also 
includes any taxes levied by local school districts for community col- 
lege operations and for public library operations where the local school 
districts provide these services. 



Add State Aid for Pensions and Social Security 
Total Revenues for General Purposes 



$2,033.6 



155.2 
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nated, the disparities among districts. The formula works in 
this way: 

The total assessed property valuation in each district is 
"equalized" (adjusted to compensate for varying local assess- 
ment practices) to obtain a figure representing 50% of the 
current market values of real property. This amount, reduced 
to a per-pupil figure, is the state equalized valuation per pupil 
(SEV) in the district. The state's per-pupil contribution is 
determined by multiplying the SEV by a "deductible mil- 
lage" (specified by law) and subtracting it from a "gross 
allowance" per pupil (also specified by law).' 

For fiscal year 1971-72, the legislature specified two sets of 
"gross allowance" and "deductible millage" figures, one set 
for SEV's above $17,000 and the other for SEV's below that 
breakpoint: 

SEV's Below $17,000 SEV's Above $17,000 

Gross Allowance $661.50 $559.50 

Deductible Millage 20 14 

An SFV of exactly $17,000 would, under either formula, 
provide $321.50 per pupil in general state aid. If the local 
school millage rate were 26 mills, the 1970-71 statewide aver- 
age, the combined local and general state aid per pupil would 
be $763.50.« However, as the SEV moved away from $17,000 
in either direction, the amounts per pupil, calculated accord- 
ing to the appropriate formula (with the local millage rate 
held constant at 26 mills), would diverge more and more mark- 
edly. These formulas, applied to different SEV's, would pro- 



« State aid = gross allowance - (SEV x deductible millage) 

« Combined local and general state aid = 

[gross allowance - (SEV x deductible millage)] + 
(local assessed valuation x local millage rate) 

For the purposes of these illustrations, the local assessed valuation is 
assumed to be the same as SEV, so that the illustration equation is: 
combined local S'-d general state aid = [gross allowance — (SEV x 
deductible millat(e)] + (SEV X local millage rate). Hence, in a 
$17,000-SEV, 26-mill district, the two formulas would work this way: 

a) Combined local and state general aid = [$661.50 - ($17,000 x 
.020)] + ($17,000 X .026) = $763.50 

b) Combined local and state genera) aid = [$559.50 — ($17,000 x 
.014)] + ($17,000 X .026) = $763.50. 
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vide different combined state and local per-pupil funds in the 
following pattern (which stays within the actual range of 
Michigan variations) if the state average of 26 mills were the 
school tax rate in each case: 





SEV 


Combined Local & General 




State Per-Pupil Funds 


A 


$ 6,000 


$ 697.50 


B 


10,000 


721.50 


C 


17,000 


763.50 


D 


20,000 


799.50 


E 


40,000 


1,040.00 


P 


60,000 


1,560.00 



Of course, local tax rates do vary considerably, but even 
greatly increased millages (which may be much harder for 
a low-SEV district to bear if the low SEV coincides with low 
income) can not overcome the low-SEV disadvantage. In 
order to match District E's per-pupil expenditures (see chart, 
above). District A would need a tillage rate of 83.83; and an 
owner of real estate assessed at $20,000 would pay $1,676 
in school property taxes in District A and $520 in District B 
to secure equivalent per-pupil education funds. 

In addition to the revenue from local property taxes and 
state aid, calculated according to the above formulas, there 
are state grants for special categories of educational expendi- 
tures: transportation, vocational education, compensatory 
education, remedial reading and other special education pro- 
grams. 

The result of this scheme of education funding, a grossly 
uneven distribution of the state's educational expenditures, is 
shown in Table 4. 
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The typical problem in presenting proposals for educational 
funding reform in Michigan is to get them considered accord- 
ing to their own particular merits. The past few years of 
attempting reform in Michigan have illustrated the need to: 

a) clarify proposals so that potential supporters will not 
be discouraged by fuzzy intricacies in the plans; 

b) relate funding proposals to taxing plans which will 
have sufficient support for passage; 

c) avoid allowing the proposals to become embroiled (or 
lost) in political fights over other issues; and 

d) avoid the identification of proposals with unpopular 
policies or actions, like busing or "governmental cen- 
tralization," which can be linked to any discussion of 
"education.'* 

The efforts sponsored by Governor Milliken got underway 
with a certain amount of political thundering and partisan 
grumbling. The governor, a former member of the state legis- 
lature, has long been interested in education, and he has 
undoubtedly recognized the political implications and possi- 
bilities of education finance reform. He has, of course, been 
inclined to make this issue his issue. The Democrats, how- 
ever, are not eager to abandon their claims to this area. 
The legislature and State Board of Education, controlled by 
the Democrats, commissioned in 1966 an analysis of educa- 
tional opportunity in the state. This study, completed in 
December, 1967, and known as the Thomas Report,^ noted the 
marked variations in educational opportunity in Michigan 
and recommended that the state increase its role in equaliz- 
ing the amount of money available for public education 
throughout the state. In response to this suggestion, various 
proposals were offered, including a plan urged by the Michi- 
gan Association of Professors of Educational Administration, 
whose essential feature, an equalizing distribution scheme 
based on classroom units, eventually became the central 
characteristic of Governor Milliken's proposals. 



^Alan Thomas, School Finance and Educational Opportunity In 
Michigan (Lansing: Michigan Department of Education, 1968). 
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CCX>RDINATES OF REFORM: TAXATION 
AND DISTRIBUTION 

Against this initial backdrop of partisan efforts to steal the 
first scene in the school finance reform show, the governor's 
advisors worked out a set of proposals for consideration by 
the 1969-70 legislature: 

1. Drastic reduction of inequality of expenditures and 
inequity of tax burdens between school districts, a goal 
to be accomplished by: 

a) establishing a statewide property tax to replace 
the local property tax except for an optional 3 
mill enrichment tax (with an equalized yield 
based on effort rather than district property 
value); and 

b) guaranteeing a fixed allowance for each student. 

2. Introduction of a more "rational" education program 
that would, through comprehensive student evaluation 
procedures, direct resources toward the achievement of 
rationally determined objectives. A more efficient or- 
ganization of schools into larger, consolidated districts 
was also an aim. 

3. Increased accountability in the operation of Michigan's 
public education programs, by clarifying the lines of 
authority and responsibility in the administration of 
the state's schools. The elected partisan State Board 
of Education and their appointed State Superintendent 
would be replaced by a gubernatorial appointee who 
would have administrative charge of the system. The 
enlarged school districts, to be called regions, would 
be headed by gubernatorial appointees. 

Milliken did not offer an equally comprehensive taxation 
system to replace the lost property tax or the increases in 
overall educational expenditure that would be required by 
the equalization scheme. Besides the statewide property tax, 
he mentioned only an increase in the cigarette tax (earmarked 
for education) and a temporary reduction in the property tax 
credits against income tax payments. 
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A POLITICAL DEAI>-END FOR THE 
INITIAL REFORM 

Milliken's plans did not get far. The educational com- 
munity did not like the plan for centralization of power; and 
it had been somewhat antagonized by the governor's tend- 
ency to exclude it from his policymaking. The retention of a 
property tax (despite the shift to its statewide equalization) 
and the reduction in property tax credits alienated rural 
interests. 

The furor over aid to parochial schools and proposals to 
decentralize the schools in Detroit absorbed the legislators* 
energy and interest and blunted the relatively limited move 
toward equalization of taxation and school funding. Urban- 
oriented Democrats and rural Republicans did agree on a plan 
for providing aid to parochial schools and for allowing local 
districts to replace the local property tax with a local income 
tax (with state equalization of the yield from either of these 
iocal taxes). However, new taxes necessary to fund this 
program failed to pass. 

ANOTHER PLAN: NEW (SOMEWHAT) AND 
IMPROVED (MOSTLY) 

Milliken was re-elected in the fall of 1970, but the legisla- 
ture remained under Democratic control. In view of the 
failure of his earlier plan and in recognition of the fact that 
compromises with the Democratic leaders would be naces- 
sary, Milliken altered and reorganized his goals for the 1971 
legislative session, although his education package main- 
tained its major themes: 

• Equality of expenditure and equality of tax burden: The 
governor's strategy was to shift the focus from distribu- 
tion to taxatioa The provisions were 

a) elimination of the local property tax; 

b) allowance of a local 6-mill enrichment tax 
(double the previous 3-mill provision) whose 
yield would be equalized by the state; 

M 
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c) replacement of the lost individual property tax 
revenues through a 2.3% increase in the per- 
sonal income tax (added to his request for a 
hike from 2.6% to 3.6% just to finance the gen- 
eral state budget, this would have resulted in a 
5.9% flat rate personal income tax) ; « and 

d) replacing the lost business property tax through 
a 2% value added tax. 

• Increased rationality: The governor called for con- 
solidation so that all districts offered K-12 programs. 
However, in an effort to rmove the apparent threat of 
centralization in the earlier pr(qK>sals, the plan was 
altered to eliminate the provision for governor- 
appointed regional directors and for regional control 
over school district budgets. Tha consolidated units 
were to be twice as numerous as (and therefore much 
smaller than) those in the initial plan. 

• Greater accountability: Because of the reaction against 
his plan to place the school system directly under the 
administrative direction of a gubernatorial appointee, 
Milliken decided to retain the state school board which 
would appoint the state administrator. However, in- 
stead of being elected (and, therefore, directly en- 
tangled in partisan politics), the board would be ap- 
pointed by the governor. Accountability was urged 
less as a system of more centralized authority and re- 
sponsibility, and more as a program of assessment, 
including assessment in which the local school district 
would play a significant part. 

POLinCAL STALEMATE 

This set of proposals seemed generally acceptable at the 
outset. There was a widely recognized need for reform of an 
overall educational funding system that relied on the rela- 
tively inelastic property tax, which, in turn, was dependent 



«A graduated income tax 'is currently prohibited by the Michigan 
constitution. 
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on the vagaries of local millage elections. And there was no 
strong opposition to the particular reform measures sug- 
gested. However, as in the previous year, school finance is- 
sues became overwhelmed by the political battle over state 
taxing and spending policy as a whole. The political factions 
in the legislature made agreement on any changes in school 
funding contingent on the acceptance of their pet programs. 
The speaker of the House, Democrat William Ryan from 
Detroit, insisted on increased welfare spending and a gradu- 
ated income tax. His condition for going ahead on the state 
budget was a constitutional amendment (to be decided in a 
referendum election) not only to eliminate the existing con- 
stitutional prohibition against a g'^aduated income tax, but to 
require a graduated income tax. A Republican bloc in the 
legislature based acceptance of the governor's budget pack- 
age on immediate property tax relief — through a fall, 1971, 
referendum. Additionally, the Republicans insisted on imme- 
diate implementation (by August 1, 1971) of the income tax 
rise in order to balance the budget. 

The political bargaining was in a context of considerable 
time pressure, including two deadlines, the beginning of the 
fiscal year July 1, and the early fall statutory deadline for 
placing constitutional amendments on a November ballot. By 
June, a few concessions had been made: 

• The governor, who had pledged no new taxes before 
1972, agreed to the August 1 income tax hike. 

• The Democrats, who had wanted to keep the property 
tax for significant operating millage, agreed on 10 mills 
for school operations. 

A special committee of twelve legislators (three members 
of each party in each house) was suggested by Milliken to 
work out the details of a compromise on long-range policy as 
well as to break the stalemate on short-term budget bargain- 
ing. This attempt at a short-cut through the legislative opera- 
tions was not successful. While the legislative session was 
disrupted and delayed, the committee failed to negotiate any 
long-term agreements. 
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The collapse of this committee in mid-July left the state 
with an immediate need for action on tax levels for the fiscal 
year, which had already begun, and for support of the schools, 
which were soon to open. By the end of July, a new tax bill 
was accepted. It raised personal and corporate income taxes 
to finance the state for another year— with some increased 
spending— and it responded to the demand for property tax 
relief by providing that the tax increase would be void if a 
constitutional amendment limiting property taxes was not on 
the ballot by November, 1972. 

Right after House approval of this tax bill, Milliken ac- 
cepted a proposal by Ryan for a constitutional amendment 
combining property tax limitation and removal of the gradu- 
ated income tax prohibition (a modificfition of Ryan's earlier 
insistence on a required graduated income tax). However, the 
resolution to put the amendment before the voters was barely 
passed by the House and remained stuck in a Senate com- 
mittee until the deadline for putting such an amendment on 
a November ballot had passed. The debates over tax policy, 
which failed to arrive at long-term solutions, had again ob- 
scured the issue of reforming the system of distributing funds 
for education in Michigan. 

PROGRESS IN 1972 

This year Governor Milliken has focussed on the details of 
both issues — sources of revenue for schools and the distribu- 
tion of that revenue among the districts. The specifics of his 
proposals have been clarified, and the Democrats have recom- 
mended an alternative similar in its approach to both dis- 
tribution and taxation. 

In view of the legislature's failure to agree on a constitu- 
tional amendment altering taxation policy, Milliken's forces 
launched a successful drive to obtain the necessary signatures 
(nearly 300,000) to have two amendments placed on the ballot 
this November. One amendment would simply remove the 
state constitutional ban on a graduated income tax. The 
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other, directed at the details of tax and school funding reform, 
would: 

a) reduce the present constitutional property tax limit 
from 50 mills to 26 mills, and, within that limit, 

— allow (contingent on voter approval) a maximum 
of 6 mais, equalized throughout the stat**, for enrich- 
ment in any local school district; 

—restrict to 4% mills the amoimt of taxes imposed 
locally for vocational, compensatory and special edu- 
cation,, and intermediate school districts; 

—limit the taxing power of counties to a total of 8 
mills and that of townships to 1% mills; 

—allow an additional 6 mills, contingent on voter ap- 
proval; 

b) exclude from these restrictions property taxes lev- 
ied for debt service and property taxes imposed "by 
any city, village, charter county, charter township, 
other charter authority or other authority, the tax limi- 
tations of which are provided by charter or by general 
law"; 

c) require the legislature to establish a system of taxation 
and distribution of school funds "to assure equal and 
quality educational opportunity for all students"; and 

d) require the legislature to establish a method of support 
for intermediate school districts, vocational education, 
special education and compensatory education. 

The proposed constitutional requirement that the legisla- 
ture establish an "equal opportunity" program for distribut- 
ing school funds would presumably be satisfied by the gover- 
nor's proposals for a rational statewide system of distribution, 
supported by new non-local sources of revenue. Under 
Milliken's proposal 

a) the state would take over basic elementary-secondary 
school operating costs under a foundation program 
which would distribute state funds to local school dis- 
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tricts (separate allocations for professional services, 
non-professional services and non-salary costs); 

b) the state Wo Id provide aid to local school districts for 
transportation; and 

c) local districts, in accordance with the proposed consti- 
tutional amendment's limitations, could, with voter ap- 
proval, levy up to 6 mills (equalized) for elementary 
and secondary school enrichment; and "any taxing 
unit" could levy up to 4% mills (not equalized) with- 
out voter approval for vocational special, and compen- 
satory education and intermediate school districts. 

The most striking features of the governor's plan are its 
attempt to recognize, through a personnel unit formula, very 
fine variations among local school districts in the costs of 
"equal opporttmity" and its allowance of a limited,* equalized 
lor^al add-on. 

The governor's foundation formula would have the state 
provide funds to hire up to 47 professional employees per 
1,000 pupils enrolled (or a pupil: professional ratio of 21:1). 
The basis of support for local school districts would* be 
a professional service allowance which would vary among the 
districts according to regional variations in salary levels and 
the experience and training of the professional employees. 
The existing 59 intermediate school districts would be the 
"regions." A base professional allowance would be deter- 
mined for each region with individual salary requirements 
related to it according to an adjustment for experience and 
training. The reimbursement to each district would be the 
base professional allowance (for the region in which it was 
located) adjusted by the experience-training factor of its pro- 
fessional employees. 

In 1970-71 about 41% of the pupils in the state were en- 
rolled in districts with a professional: pupil ratio greater than 
47:1000. Under the governor's proposed formula, all of these 
districts (as well as the districts with a current ratio below 
47:100) could provide more than 47 professionals per lOOO 
students by obtaining voter approval to use the enrichment 
millage allowance. Only l</c of the students were in districts 
where the enrichment allowance would be insufficient to 
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provide a per-pupil expenditure level equal to or greater than 
the current level. These districts would be "grandfathered" to 
maintain their high level of expenditure. 

The governor's proposal calls for a non-professional service 
allowance for each district of 20% of the professional service 
allowance before any adjustments for the experience-training 
factor or any fringe benefit allowance. Non-salary costs would 
be covered by a statewide allowance of $100 per pupil. 

All of these funds would be allotted in a lump sum to the 
district. The question of local control would be answered by 
leaving to the local district the responsibility for hiring and 
for setting salary levels and schedules (with any collective 
bargaining at the local level) within the limits of the profes- 
sional service allowance for the district. 

The governor's office has estimate a the public elementary- 
secondary education operating costs under Milliken's pro- 
posals a.-d compared them to present costs, as shown in 
Table 5. 
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The governor's revenue proposals to replace the property 
tax for the great bulk of school support deal separately with 
replacing the tax revenues from residential and agricultural 
property and business property. 

The $600 million now derived from residential and agricul- 
tural property taxes could be replaced, the governor estimates, 
by a 2.3% increase in the personal income tax, from 3.9% to 
6.2%. The $500 million now obtained through the tax on 
business property could be replaced by a 2% value added 
tax. These two changes would cover the nearly $1,100 mil- 
lion rise in state funding. 

The effect on individuals of the personal income tax hike 
would depend on the relationship, for each person, between 
income and property value— and :urrent local millage. Ob- 
viously, those in a low-property value, high-income category 
would pay more, while people with relatively modest 'ncomes 
and high property value— farmei.., for instance — would ex- 
perience considerable tax relief. Similarly, there would be 
variations in the effect on business of the shift from the 
property trx to a value added tax, depending on the propor- 
tion of value added by different types of business in relation 
to property value and current local millage. 

Beyond these proposals to amend the constitution and to 
pass legislation to reform the system of taxation and the 
method of distributing school funds, the governor and the 
state's attorney general have sought relief in the courts.^ 
Claiming that the current system of financing education vio- 
lates the equal protection requirements of both the U.S. and 
Michigan constitutions, they have asked the Michigan 
Supreme Court to take the position of the landmark Serrano 
court, that the quality of a child's education may not be a 
function of the wealth of his local district. A decision in the 
Michigan suit, Milliken v. Green, is expected by the end of the 
summer of 1972. 



•Milliken is the first governor to be a plaintiff in a school finance 
reform lawsuit. 
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In any event, in Michigan the groundwork has been laid 
for restructuring the entire system of funding public schools, 
a transformation urged by the desire for fairness, compelled 
by the political necessity oi property tax rdief and perhaps 
soon imposed by constitutional law. The forward motion of 
school finance reform, repeatedly halted and diverted by 
political roadblocks, has carried the politicians and, probably, 
the voters far enough now to make major transformation 
almost certain. 
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KANSAS 
by Robert Norris 

In early 1972, after a frustrating period of rising property 
taxes, declining state aid to education, several legislative 
studies of school finance, various legislative proposals from 
interest groups, and a growing concern among educators and 
legislators about the inequality in the distribution of educa- 
tion funds in Kansas, Senate Bill 716, the School District 
EQv^alization Act, was offered as an answer to these problems. 

This bill, commonly referred to as the "district power equal- 
izing" plan, was the first plan submitted to the legislature that 
attempted to remove a school district's wealth as the major 
determinant of its operating fur.ds for schools. It was consid- 
ered by some legislators to be not only an answer to the dis- 
satisfaction with the current system of financing public schools, 
but also an answer to the issues raised by the Serrano decision 
in California. 

The legislation did not pass. In fact, it did not get out of the 
Senate Education Committee. However, momentum for .'rhange 
has been established in Kansas, though it is difficult to predict 
when the changes will actually pass. There is some hesitancy 
among legislators because of uncertainty about the Supreme 
Court's pending Rodriguez decision. It is likely that the degree 
of change finally adopted in Kansas will be greatly affected by 
the Rodriguez decision and by decisions in local Scrrano-like 
case.s. 

This chapter describes the nature of the system of financing 
public primary and secondary education in Kansas, the forces 
at work to change that system, the events leading up to the 
drafting of new proposals and some estimates of vhat the 
future will hold. 

CURRENT SCHOOL FINANCING SYSTEM 

The basic program of state aid to public education in 
Kansas, a foundation plan passed in 1965, was designed to 

a) equalize per-pupil expenditures among districts by 
distributing relatively less state aid in counties with 
higher income and property wealth; and 
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b) reward districts that strive to improve educational 
quality by hiring and retaining highly qualified 
teachers. 

A foundation support level— the "state guarantee"— is deter- 
mined for each district according to two principal factors: 

—teacher training and experience ("criteria of quality" or 
COQ)* 

—pupil/teacher ratio (PTR)* 

To assure local districts the state guarantee, the state supple- 
ments local school funding. It does so accordmg to a formula 
based on a district's portion of the county tpxing ability (in 
terms of both property and income) ; that is, the state attempts 
to make up the difference between the state guarantee and the 
amount of revenue which the local districts are able to provide. 

The economic index (which determines county ability) and 
the criteria of qiuility, are the two most important elements in 
the general state aid formula. They can be manipulated by 
legislative action along with esser factors such as the fixed 
dollar multiplier and the PTR factor. As we shall see, the 
legislature, growing more and more dissacisfied with the for- 
mula, has become inclined to build a new vehicle rather than 
tinker further with the old. 

In 1965, there was a 15.7% reduction in tangible property tax 
operating levies for schools and a $35.5 million increase in total 
state spending for public schools, raising the state aid portion 
of the schools' operating budgets from 25.1% to 36.8%. But 
by 1966, property taxes for school operations were almost 
back to their original level, climbing 14.6%. State aid rose 
also, but only 8.5%. In 1967 property taxes -ose 14.1%; 
in 1968, 16.7%; at the same time state aid was falling. The 
formula was proving inflexible. 

The foundation plan had a feature which was supposed to 
keep spending for schools down to save taxpayers dollars. It 
was called the "104% budget control" provision: "No district 
shall budge^ or expend for operating expenses per pupil more 
than 104% of the amount legally budgeted for such expenses 
per pupil in the preceding school year." The original law con- 
tained six grounds for budgetary appeals. By 1969-70, the 

• SUte guarantee = COQ x 760 (multiplier set by law) x PTR 
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grounds for appeal had increased to 16- Nearly 73% of the 
school districts appealed their 1969-70 budgets and won. 

In 1969 the legislature passed a supplemental aid bill which 
provided for the distribution of $26 million in a manner dif- 
ferent from the foundation program. It was passed in 1969 
as a one-shot relief of property tax burden and it passed again 
in 1970 on a continuing basis. 

The $26 million was to be distributed according to a guar- 
antee per pupil and per employee, modified according to the 
wealth of a district (using an index of adjusted valuation per 
pupil). In 1969 the guarantee was $70.40 per pupil and 
$1,235.00 per certified employee. 

In 1970 the legislature further . .^tempted to halt the property 
tax and school budget spiral with a tax lid and a restriction on 
local district budget increases. 

However, neither the foundation plan nor the supplementary 
state aid plan nor the tax and budget controls produced equal- 
ity of educational opportunity or lessentd the property tax 
burden* 

While the costs of running schools have climbed, the state 
aid has fallen, and the property tax has borne the brunt. 
The failure of all the attempts to relieve the local property 
tax burden is evident in the following chart: 

School tmrmw IwMkdow: ^ Kaiuu la 
p«rc«nlag» ol total ^«tT»ntt« 

YEARS 



Sources 64 65 65-66 66-67 67-68 68-tf9 6^-70 70-71 71-72 

Local « 55.3 35.6 4f ) 43.6 47.3 45.2 45.3 46.2 

Ccunty 16.3 20.1 lo.7 16.0 15.5 14.9 15.7 15.7 

State t 23.T 35.3 34.5 32.2 30.1 34.2 33.0 29.9 

Federal 4.7 9.0 8.8 8.1 7.1 5.7 6.0 8.2 

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

Total Revenue t 

in millions 233.6 2d9.5 292.3 319.5 355.7 390.9 402.4 430.5 



• Property taxes. 

••Basically from the county foundation fund (also property tax). 

t Bulk from the sUte school foundation fund. Since 1969, 6 to 6.5% 
ox fhe state aid figure has been made up of the supplemental state 
school aid. 

t These figures include s^nall amounts for junior college aid. 
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PRESSURE FOR CR\NGE 

The pressure for major changes in the financing of Kansas 
public schools has been building for several years. Prior to 
the 1970 tax lid and supplemental aid plan considerable 
backstag"^ work was being done by various state organi-.ation^ 
and interest groups to develop alternative finance schemes. 

The Kansas NEA, the state teachers' organization developed 
a funding scheme based upon local district tax effort rather 
than upon district wealth. 

While the teachers were at work with their plan, the Kansas 
Farm Bureau was urging a shift of much of the property tax 
burden to a state income tax. 

The Kansas Association of School Boards had difficuhy 
agreeing upon a reform proposal because of the diverse nature 
of its constituency. Like the Farm Bureau, however, KASB's 
objective was to reduce the property tax burden and it pro- 
posed a state-local revenue sharing plan based on per-pupil 
operating costs. 

The State Board of Education, though not a major force in 
shaping new education programs in the Kansas legislature, did 
develop a plan similar to the KASB proposal. 

In addition to these formalized plans, other interest groups, 
pmicularly the utility and railroad interests, were making 
their presence known through lobbying. Also the labor unions 
pui^hed for their interests — reduction in residential property 
taxes and personal income taxes and increased business and 
professional taxes. 

None of these plans considered the higher costs of educat- 
ing special categories of children, nor did any address directly 
the problem of municipal overburden. 

THE LEGISLATIVE RESPONSE 

Out of all these proposals and pressures came two new school 
finance bills in 1971, written by the Joint Committee on School 
Finance, created in April of 1970 and chaired by Republican 
Senator Joseph Harder, a telephone company executive from 
Moundridge, Kansas, a combined rura!, urban district. 

In the earlier meetings of the committee the various pro- 
posals were studied and in the later meetings the bills 
wore forged through intricate compromise. Inn* . .erable 
^ compucer runs were emplo^ ed to show the committee mem* 
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bers how all of the school districts fared under the various 
plans. 

The naajority report combined several proposals into a new 
scheme, whose main features were these: 

a) A per-pupil guarantee based on district enrollment 
categories with the per-pupil guarantee inversely related 
to district size. 

b) a 1.5% tax on district taxable income: 

c) an economic index based upon district taxable wealth 
and taxable income per pupil; 

d) a tax rate factor which penalized districts taxing un- 
der the median adjusted rate for the state twenty-one mills 
in 1969) ; 

e) a grandfather clause based on a 100% guarantee for 
the first year that the formula would not reduce revenue) , 
then 90% for the second year, etc. — ^until 1975 when the 
clause expires; 

f) no change in transportation allowances; 

g) no change in the county school foundation funds; |and 

h) the same budget restrictions as in jbhe amended foun- 
dation plan, except the budget increases would be limited 
to 5% per pupil rather than 4% and new, more limited, 
appeal provisions would apply. 

This proposal failed to get out of committee in the 1971 
legislature. The governor stood adamant against any new 
taxes until the tax system was reformed. This meant his 
influence was mostly negative throughout. His popularity, 
notably improved by his previous hardnosed tax stands, 
scared other legislators from taking pro-tax star'3s. 

In the spring of 1971, a new Special Committee on School 
Fmance was created under Senator Harder. Needless to say, 
there was less than overwhelming enthusiasm ^or the task of 
coming up with another set of proposals. 

Then came Serrano which changed the committee's attitude 
toward the potential scope of the school finance problem. The 
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committee felt that the plans which had been consideied 
would not mef'X the test of removing district wealth from the 
finance equation. 

Senate Bill 716 

At this point th** committee reviewed and reformulated its 
proposal so that it ,irould be based not on local district wealth, 
but on district tax effort. In doing this, the committee did not 
completely discard its previous work. They retained and 
updated the concept of a state guarantee per pupil based on 
district emroUment. 

In addition, the committee adopted a district power-equaliz- 
ing scheme, whereby there would be a direct correlation 
between local tax effort and per-pupil expenditure. 

This proposal, SB 716, established a prescribed tax rate of 
1.75% of the combined adjusted property valuation and the 
taxable income of a district. Under SB 716, a school district 
taxing itself above the 1.75 rate would be rewarded with more 
funds from the state; a district with a lower rate would re- 
ceive less. A formula was developed by the committee which 
designated the amount of funds guaianteed for differing rates 
of local taxation. 

Under this proposal, the state would be "fiscally neutral." 
The local school boards would determine the local tax rates, 
which would, in turn, dictate the state contribution. A dis- 
trict could choose to make its local effort through 

a) a property tax; 

b) a district Income tax; or 

c) a combination of the two. 

But here is the political ruo. If the local taxing effort in 
a given district were to produce more revenue than necessary 
to finance its school ecucation budget, the excess amount 
would be remitt'Jd to the state for distribution among districts 
entitled to state education aid. 

Senate Bill 716 had three other significant features: 

First, the state would assume 100% of the Iransportatjon 
costs; second, the ten-mill county school foundation fund levy 



84 



287 



would become a state property tax to help finance the in- 
creased state aid; third, the tax lid on school districts would 
de dropped and budget controls imposed (however, instead of 
placing the same tax increase limitation on all districts, as 
had been the case imder the old system, poor districts would 
be given preferential treatment; that is, they would be 
allowed to increase expenditures faster— by as much as 20%— 
than high-budget districts— limited to 5%). 

Under SB 716, the maximum budget of all districts in 1972-73 
would have been $391.6 million comp?>ied with $364.8 million 
in 1971-72 under existing budgetary -onlrols. However, gen- 
eral state aid was planned to increase from $102.4 million to 
$122.4 in 1972-73. Local sources would provide $171.7 million. 
State transportation aid would go up from $6 million to $11 
million. 

This increase under SB 716 would have been met by the 
ten mill state property tax, producing $64 million. This 
would leave some $52 million to be raised by new state taxes.* 

Most districts would have benefited under the bill, which is 
not hard to imagine with over $50 million in new money. In 
some cases the improvement was spectacular. For example, 
the Turner district had an adjusted property tax rate of fifty- 
nine mills. It could have cut this more than half to twenty- 
seven Mills and still have had an increase in budget per pupil 
from $653 in 1971-72 to $711 in 1S72-73. The property tax 
could have been reduced even more if the di:;trict imposed a 
local income tax as authorized by SB 716. 

THE FUTURE-CHANGE ALMOST CERTAIN 

Meanwhile a Scrrano-like case, Caldwell v. Kansas, has 
been filed in a state district court in Kansas with Robert F. 
Bennett, a Republican State Senator and member of the Joint 
Committee on School Finance, involved as an attorney in the 
case. 

The following tables, used in the case, illustrate how, in 1970, 
the Serrano situation very much existed in Kansas: 



♦ (It was assumed that $6.5 million in PL 874 funds for federally 
impacted areas could be taken into account in determining state aid.) 

85 



283 



8; 



65« 



1^ 



09 S 



i-HO)oa)iocQCDco 



IOC<4^COCO<OC400 
CS W CO CM C4 CS| f-H 



ooomcotHiotHO 



«0- 



(QC^ com qpca ^ co 

COIO^COC^COCO^ 



CO n CO « ^^'^^'^ 
^^iatn lo loco 

4^ 



in 

rHin m iH I - 05 CM t*^ 

Oi CO eo lo CO ^^oi i> 
lo t-T itT tH* 



86 




o 
cn 

H 



OtHrHiHOCMCMCSIOSOO 

8^00COC&l>CMC^CMiO 



OCM^lOdOC^C^^CP 
^CSiO>|>tHC0COO)^^ 

^locomiAiot^cot^fH 



00mOCMC*C0O5»-HlOO 
CO ^ C*- C^.IO CM «-H ^ lO lO 



co^m^iHo^co^ooea 

0>0«Hf-HC400CpCOOCO 
CO CO 00 CO o 



in^cocpo<poococoo> 
^OvH^oq^cooqcom 
t^t^ir>irfc^i>c6t^^cd 



CM^C^^'^COCMt-HCMin 
O 00 CO C^CO CO O) CO 



00 < 



> lO CO tH tH Q 

) Cvl 00 05 O 40 ^ 
>O>C0 CM 1-H 1-H 



0) 

5 ^ 



it 



0) 

?3 i5 



erJc 



289 



Note that despite high millage levies, poor districts (Table 
9) do not get much of tha total revenue pie. Whereas, wealth- 
'ier districts, although they receive less from the state, are able, 
at low tax rates, to spend substantially higher sums per pupil 
(Table 10) . This is the typical Serrano picture. If a child's 
parents and neighbors are poor, the chances are good in Kansas 
that less was spent for his education than for children in 
wealthier neighborhoods. 

Even if the Kansas case fails and Rodriguez is not upheld 
by the Supreme Court, Kansas will change its system of edu- 
cational finance. The pressures for change are simply too great. 
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NEW YORK 
hf Mary Letiz 

The current New York state school finance system is inade- 
quate and unpopular. Costs continue to rise and residents are 
questioning whether they are getting the kind of education 
they want for their money. Increasing numbers of people are 
demanding tax relief. In 1969-70 alone, 137 school budgets 
were rejected by the voters. City dwellers feel that their spe- 
cial educational needs are neglected. Suburbanites suffer from 
high school taxes. Some children have a great deal more 
money spent on them than others. 

The New York state legislature, traditionally one of the most 
responsive to educational needs in the country, has chosen to 
study carefully the problems before acting on them. 

THE NEW YORK SCHOOL FINANCE STUDY COMMISSION 

While education was once politically in the executive do- 
main in New York, the state legislature has taken an increas- 
ing responsibility for state educational policy in the past five 
years. It has been faced with a need for complex and massive 
reform in all aspects of education — ^financing, school desegrega- 
tion, aid to parochial schools. Further, it is faced with a need 
for accountability. It must convince taxpayers that their in- 
creasing contribution to education is buying increased educa- 
tional quality. Confronted with these problems, the legisla- 
ture has accepted the need for a larger and broader state role 
in^school financing. 

Because the issues facing it are both complex and contro- 
versial, the state legislature asked that a commission be ap- 
pointed to study all aspects of elementary and secondary edu- 
cation in New York. It called for a commission report because 
a thorough study required greater time and resources than 
the legislators had. Further, it was not considered politically 
wise for far-reaching and radical proposals to come from a 
legislative committee. 

In answer to their request, the Governor and the Board of 
Regents of New York in 1969 created a New York Commission 
on the Quality, Cost and Financing of Elementary and Second- 
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ary Education. Manly Pleisclunann, a lawyer with a record of 
extensive public service, was named chairmaru Although the 
approaching "fiscal crisis" in New York state undoubtedly pro- 
vided the essential political motivation for creating the Fleisch- 
mann Commission, the Commission's mandate included the 
"quality of educati<Mi". It was hoped that school finance re- 
forms proposed by a prestigious and impartial commission 
would fare better in the legislative process than those 
fashioned by special interests. 

The Conmiission, which has cost $1.5 million so far, has 
published the first part of its report dealing with school 
finance, federal aid to education, racial and ethnic integration, 
and aid to non-pubUc schools. To write this report, it engaged 
in a far-reaching program to gather information and held 
inany meetings with individuals and groups, including execu- 
tive sessions with education experts, on a wide variety of edu- 
cationrrelated topics. Between October, 1970, and April, 1971, 
more than 600 speakers appeared at thixteen pubUc hearings of 
the Commission. The Commission contracted with some fifty 
independent research organizations and individuals for reports 
in all major areas of the study. It is generally considered that, 
although the Commission writers had to ke^ within a 
framework of what was politically feasible, they wrote their 
report free of political pressures. 

The final report details virtually all aspects of educatioi in 
New York and makes specific recommendations. 'WTiile the 
Commission split on some issues, issuing a majority and a 
minority report, it was united in its recommendations for 
school finance reform. The chapter on school finance vill be 
reviewed extensively here.^ 

Some of the questions the Commission addressed in the 
school finance area were: 

1. How can we relieve the property tax burden? How can 
we administer fair taxes? 

2. How can we improve the quality of NY education? 

3. How can we improve the equality of NY education? 



1 All facts, figures and graphs hereafter in the body of the report are 
from "Report of the New York State Commission on the QuaUty, Cost 
and Financing of Elementary & Secondary ikiucatton.'' Vol 1 1972 
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THE NEW YORK SYSTEM FOR FUNDING SCHOOLS: 
IN THEORY IT EQUALIZES 

The present system of school funding in New York is a mix- 
ture of local revenue (48%) and state revenue (48%) with 
some few federal funds (4%). The local tax is the base rev- 
enue for any given school district, with state aid determined 
for the most part in response to the amoimt raised locally. 

The local tax is raised almost exclusively from property 
taxes within Ihe local school district. The rates of taxation are 
determined locally— with a state established minimum of $11 
per $1000 of property. Thus the amoimt raised and spent in a 
school district clearly varies according to: 

(1) the wealth of the school district; and 

(2) the fiscal commitment of the district to education. 

State aid is raised from various state-wide taxes, such as 
the income tax and sales taxes. The theory of the state aid is 
that it will close the gap between the rich and the poor 
districts. In New York 93% of the state aid is "general aid'* 
which breaks down into: 

—what ij in effect a flat grant of $310 per student, 
regardless of the district's wealth 

—funds distributed according to an equalization formula 

—funds distributed according to certain particular fac- 
tors in a school district, such as district size, transpor- 
tation problems, etc. 

Seven p^r cent of the state aid is "categorical aid"— aid for 
textbooks, vocational aid, orphan, school lunch, educational 
TV, pre-kindergarten, and urban aid. 

The basic equalization grant (called the percentage equaliz- 
ing grant or PEG) is the key to the state's attempt to equalize 
poor and rich districts. The ingredients of the formula are 
district valuation per student and state average valuation per 
student.^ The PEG in its complete implementation would 

2 The formula now in use in New York state is: 
A,=r[l— (0 51 district valuation per student ^ ^ ^ 
state average valuation per student 

where E = approved operating expenses, subject to an upper 
limit of $860 per student and subject further to a minimum grant 
of |310 per student. 
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asssure that any two districts which levy the same local tax 
rate for schools have precisely the same dollars per student 
to qpend, regardless of their wealth. 

IN PRACTICE IT DOESMT 

In fact, the PEG is never fully implemented The flaw in 
the formula is basically that differences in assessed valuation 
per student run as hi^ as 10 to 1, so that a ceiling must be 
placed on educational expenditure per student that the state 
will finance. This ceiling is the real catch to the PEG's, for 
most school districts can raise well over the ceiling ($860 per 
pupil in 1971-72) with their local taxes. In fact, this is the 
case in New York State. The Conmiission concludes: 

The result of this ... is to make the percentage equaliza- 
tion grant into a foundation program for all practical 
purposes, especially when most districts actually do spend 
beyond the point at which the state stops its contribution, 
which is the case in New York. In effect, the $860 upper 
limit of ^ring in New York State is the cost of the 
foundation program per student." 



Since most districts spend over $1000 per student, there is 
little equalizing value in an $860 guaranteed foundation. (See 
Table 14) 
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The primary problem in the present system of local and 
state funding is that the PEG's are insufficient. With graphi- 
cal and statistical evidence (see Table 14), the Fleischmann 
Commission concludes that "the relation between district 
expenditures and wealth is clear; hence the equalizing grants 
employed so far by the state fail to reinove that invidious 
relationship". The goal of equality in amount of money 
a school district receives per student is not achieved.' 

Second, the property tax basis for local school revenue is 
regressive: Poor areas pay a higher tax rate to raise the 
same amount as their rich neighbors. The combined effect of 
an inadequate equalization plan and a regressive tax is that 
residents of poorer districts pay higher rates and raise fewer 
school dollars than residents of richer districts. (See Tables 
16 and 17) 

Third, the present system is a handicap to successful plan- 
ning since a school cannot predict its revenue. Voters can 
always decline a budget, and, since the state provides only 
half the budget, it does not feel any compunction to provide 
stable, consistent funding. The Commission concludes: "The 
present mechanism for acquiring resources to support school 
services renders planning of education nearly impossible." 

Fourth, thd present system fails in practice to deal effec- 
tively v/ith the needs of New York's urban areas, where costs 
and services are more expensive than elsewhere. 

Fifth, the system creates an unnecessary barrier to social 
class ir tegration. The wealthy want to stay together and not 
let poor people with children into the neighborhood, since poor 
families reduce the community's tax base vhile increasing 
the revenue needed. 

In sum, the present financial system in New York State is 

8 The Fleischmann Ck)mmission compares two school districts in New 
York to Illustrate the problems. They are Levittown and Great Neck 
„ *T^*'- P''*>P«''*y ^2.72 per $100. Since the assessed property 

'u P*"" P"P" ^'^ that in Great Neck is 

$30,500 per pupil, obviously Great Neck raises considerably more 
money at this rate. Great Neck gets the minimum in state aid-$310 
per pupil; Levittown gets the maximum-at that time $764.48 per 
pupil. After payment of state aid designed to equalize exp Jnditiures 
per pupil, the Great Neck student has about 80% more mox'^ spent 
on his education than does the Levittown student 
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inefficient, unequal, . and quite possibly unconstitutional.^ 
Thus one of the tasks of the Fleischmann Commission has been 
to propose an alternative system. 

THE FLEISCHMANN COMMISSION'S RESPONSE: 
FULL STATE FUNDING 

The Commission recommends full state funding. It calls 
for all school revenues to be raised by any form of statewide 
taxation— real property tax, income tax, sales tax, or any 
combination thereof, provided that it is fairly administered 
throughout the state. The Commission adds that taxes 
must be raised largely from those who have the wealth. The 
money should be distributed as needed; that is, children who 
will cost more to educate— underprivileged, handicapped, or 
otherwise disadvantaged children— should have more money 
spent on them. Poor schools should be "leveled up" to the 
standards of rich ones. The levelling-up cost should be spread 
over several years. Finally, in one of the most controversial 
proposals of its report, the Commission recommends that all 
local option for supplementary school levies be terminated— 
a step necessary to preserve equality. 

Full State Funding: How It Will Wofk 

The proposed distribution formula is based on two central 
considerations: first, that full state funding must remove the 
disparities in educational spending that are unrelated to the 
requirements of students or to geographic differences in costs 
of educational services— basically, wealth-related disparities; 
second, that funds must be allocated according to the educa- 
tional needs of students. 

Eliminating wealth-related disparities: To implement the 
first consideration, the Commission proposes that exp3nditures 

< The current New York system was Challenged unsuccessfully in a 
post-Serrano law suit. The judge dismissed the complaint (Spano v. 
Board of Education, 328 N.Y.S. 2d 229, Jan. 16, 1972) saying that the 
U.S. Supreme Court had already foreclosed the issue with its 1969 
decision in Mclnnis v. Ogilvie (the Illinois school finance case). How- 
ever, the U.S. Supreme Court has decided to hear a Scrrano-type 
claim (San -Antonio Independent School District v. Rodriguez, prob- 
able jurisdiction noted June 7, 1972), so apparently the Afclnnis deci- 
sion may not have justified the New York Court's dismissal. To test 
this, at least one suit is now being prepared to challenge in Federal 
Court the constitutionality of the present system in New York. 
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of all districts be raised to the level of the district spending at 
the 65th percentile in a ranking of districts according to their 
base expenditures. (In 1969-70 the base expenditure of the 
district at the 65th percc-ntiJe was $1,037 per student; in 1970-71 
it was $1,144 per student.) 

Some of the mechanics of state aid distribution are outlined 
by the Commission. First, in order to allocate money per 
student, it is necessary to define how students will be counted. 
In the past, a weighted average has been used, assuming that 
older children should count for more. The Commission con- 
cludes, however, that a straigl : 'ount of enrollment should 
be used, using no weighting factor except 0.5 for kindergarten, 
on the assumption that kindergarten will continue to be a 
half-day program. This is a count of total enrollment, not 
just daUy attendance. There is no reason to discriminate, as 
in the past, against schools which have more truants. 

Second, a save-harmless clause would protect those school 
districts with funding over the 65th percentile. The state 
would provide funds to maintain the level at which they were 
spending in the base year untU the rest of the state catches up 
with them. Under this system, the rich schools would not lose 
any money; they simply would be held back from funding 
increases while the rest of the state caught up, at which point 
they would grow at the same rate as the other schools. 

On the other hand, those districts funding below the 65th 
percentile would have their expenditures increase over a 
period of time in increments at 15% of the base expenditure 
per year ($156 with a base of $1,073). This would limit strain 
on the state budget and facUitate planning. By the fourth 
year of the plan, all districts should be leveled up to the 65th 
percentile. 

Funding according to need: The second major consideration 
in distribution, which would modify the first, is that funds 
should flow according to need. To this end, the Commission 
recommends that students, who score poorly in reading and 
mathematics tests, should be weighted at 1.5— in other words, 
they should be funded as though they were one-and-a-half 
studen ts." It is further proposed that the amount made avail- 

» The tests used for this determination would be those currently 
« Evaluation Program (PEP) in 

w ^''^•J^ " recommended, however, that earlier testing is 

100 
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able for such students be stabilized at 15% of the state's base 
expenditure level, multiplied by the number of students en- 
rolled. This would lend sta':>ility to the state budget even if 
there were erratic changes in test scores, and would enable the 
schools to plan ahead. The effect of these proposals would be 
that school districts with underachieving students would re- 
ceive extra money to cover the additional costs of educating 
those students. 

In the belief that money is more effectively spent at the 
elementary level, the Commission also recommends that money 
go to the elementary schools in greater percentage than to the 
secondary schools (70% elementary, 30% secondary). 

While disparity in costs is taken into account in the Fleisch- 
mann proposals, it is only disparity in the costs of educating 
disadvantaged children. Students' performance and needs are 
weighted and included in distribution formulas, but no con- 
sideration is made for municipal overburden, or regional dif- 
ferences in instructional and other costs.' 

PAYING FOR FULL STATE FUNDING 

While acknowledging the shortcomings of the property tax 
(especially xts regressive nature), the Commission does not 
recommend its abolition. Rather, it proposes alleviating some- 
what its regressive impact. It recommends that a uniform- 
rate, statewide tax on the full value of property be levied and 
earmarked for education. This rate would be set initially at a 
level sufficient to produce an amount approximately equiva- 
lent to current total local educational revenues. A tax rate of 
$2.04 per $100 full value of property would raise the same 
amount of revenue as the current system does. The report 
further recommends that the tax rate be frozen at a point 
equal to or slightly below the rate prevailing at the time the 
plan goes into effect. If the state rate is frozen at the level of 
the base year, every district, whether above or below the state 
average tax rate, should experience a decrease in property 
taxes relative to what would have been the case had the 
freeze not been imposed. 



^ Another chapter of the Commission report, not yet released, pro- 
poses that the state take over all transportation and construction costs. 
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Anotner proposal suggests that the tax rate should be re- 
duced on the residential share of the property levy, since 
residential taxes are the most regressive, and that the money 
to replace this loss be obtained from federal funds or from 
the state income tax, a progressive tax* 

It is recommended that, in order to tax more fairly, increased 
attention be focused on assessment practices and on tax credits 
for low-income households that are excessively burdened with 
school taxes. For those properties too complex to be assessed 
locally, such as utilities and certain industrial properties, the 
Commission recommends assessment by the state. 

1 families paying more than 10% of state taxable income 
in school property taxes, the Commission recommends that 
they be allowed to credit the excess against their state income 
tax bill. If they pay less income tax or none, they would be 
re-imbursed. 

In a similar vein, if more than 20% of apartment dwellers* 
rents are paid as property tax, they would be credited the 
excess against their state income tax bill. If they pay less in- 
come tax or none, they would be re-imbursed* 

Thm Pros & Cons of Full Stat* Funding 

The Commission recognizes that there will be a great debate 
about full-state funding, and they have anticipated this dis- 
cui>;»ion with a brief analysis of some arguments opposing 
such a plan* Two of the chief arguments and answers are: • 

1. State funding would mean loss of local control. The Com- 
mission insists that it is quite possible to have financing on 
one level and policymaking and other kinds of control at 
another. An example of this assertion is the school finance 
situation in Britain where funds come from the Central 
Ministry of Education, yet the schools are "fiercely indepen- 
dent" and operate individual programs. The Commission 
maintains that state finance and local control are compatible 
and that the burden of proof lies with those who say that 
local control cannot exist alongside state financing. 

2* State funding would block innovation. Some people are 
afraid that state funding would eliminate so-called "light- 
house districts," areas whose great wealth enables them to 
operate experimental and innovative programs which even- 
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tually benefit all schools. The response is that the state can 
set up such programs, too, and in districts where experiment 
may be more needed — ^in schools of underprivileged or 
"problem" children. 

The Commission also recognizes the special problems of the 
cities and sets forth some reasons why they would bendit trcm 
the Commission's proposals: 

1. The tax freeze would benefit cities whose tax rates are 
bound to increase rapidly. 

2. New York's state constitution limits the taxing powers 
of the state's six largest cities. The cities must fnUffl Hirir 
needs from the limited (and often inadequate) revenue 
that they are legally allowed to raise. If education in the 
cities were taken care of by a state tax, larger sums of 
city money would be freed for local non^school needs. 

3. Cities, with disproportionate numbers of poor and 
"educationally disadvantaged," would benefit from the tax 
credits and the weighting for underachieving students. 

4. The shift from counting pupils by attendance to count- 
ing strai^t enrollment would bendit cities which have a 
traditionally high truancy rate. For example, in 1969*70 
New York City, with 32.87% of the state's total enroUment, 
had only 30.97% of WADA (weighted average daily attend- 
ance). 

FULL STATE FUNDINGS WHO VONS. WHO LOSES— 
AND HOW MUCH WHJL IT COST? 

The additional cost for funding the Fleischmann Commis- 
sion proposals woiild be about $715 million in 1972-73, broken 
down as follows: 

levelling up to the 65th percentile $125 million 

1.5 weighting for educationally 

disadvantaged $465 million 

tax credits for overburdened homeowners 

and renters $125 million 

Table 15 illustrates how the new proposals would change 
the financial picture in New York state. Since the ceiling on 
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increase in funds is 15% of the base expenditure, the most 
a school district could gain in expenditure per student is $156 
per year; thus a few schools in the table are still below the 
$1,037 level. It is anticipated, however, that within three 
years levelling up to the 65th percentile could be completed. 
After the levelling up to the 65th percentile is achieved, it 
would be a matter of time and inflation until levelling up to 
the 100th percentile (which remains constant) would be 
reached. 

How many school districts would benefit from the pro- 
posals? There are 709 school districts in New York state. If 
the Fleischmann Commission proposals had been enacted in 
1969-70 there would have been: 

442 districts (including 64% of students in NY) with 
more money and higher taxes 

265 districts (35.9%) with more money and lower taxes 

1 district would have less money and lower taxes 

1 district (the only real loser in the whole plan) would 
have less money and higher taxes. 

Had the Fleischmann Commission proposals been adopted 
in 1969, 67% of New York's students would have received 
more money. Were they enacted today, 36% would gain. 

In urging that its plan be accepted, the Commission notes: 

(1) After extensive research, this is the best possible plan 
for New York. 

(2) Some form of federal revenue sharing seems inevit- 
able, thus a relief from the education costs. 

(3) "If Serrano becomes the law of the land. New York 
may be forced to adopt such a plan under judicial 
mandate. We prefer to adopt the essentials of the 
plan now, when careful consideration can be given 
to all its details." 
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THE CX>MMISSION RECOMMENDATIONS: 
WHAT HAPPENS NOW? 

How has the Fleischmann Commission been received? The 
legislators seem to have adopted a ''wait and see" attitude, 
but several themes can be discemedi outlining the debate to 
come. 

Tax relief is welcome. Those whose concern is high taxes 
are encouraged by the prospect of property tax relief. Those 
who live in the cities would benefit from the weighting for- 
mula for the many educationally disadvantaged children in 
their schools, and from the freeze in property taxes. Those 
who live in fast-growth suburbs would benefit from reduced 
taxes, since most of them now tax thems3lves for schools at 
a level above the proposed state-wide rate. (See Table 16) 

The opposition to the Fleischmann Commission forms aroimd 
several issues: 

— ^loss of local control 

— expense of the proposal 

— ^fear of giant bureaucracy 

—failure of the report to deal with implementation of 
proposals. 

The local control issue has several components: level of 
expenditures, salary of teachers, number of teachers, bound- 
aries of a school district (who is included, who is left out) , and 
level of capital expenditures.^ Concern about losing locel con- 
trol centers around these matters. 

Local control can become a dangerous issue. In other states 
the banner of "local contror' has been raised by coalitions 
opposing reforms for varied and sometimes conflicting reasons. 
In this case the real isisue is obscured, and progress becomes 
difficult. Perhaps if proposals were enacted in separate steps, 
this confusion of the issues could be prevented 



7 Subsequent chapters of the Commission report will propose full 
state funding of capital expenditures, nnd state detemiination of dis- 
trict boundaries. 
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The concern over the expense of the proposals is a very 
re 1 one, stemming from the fact that many residents of New 
York feel they are already taxed as much as they can bear. 

In the face of heavy tax burdens, taxpayers want to be 
reassured that their higher tex payments spent for schools 
will in fact produce better educatioa The Commission avoided 
this question with the attitude that, while high expenditures 
do not guarantee high quality, they certainly help. However, 
the relationship between dollars and quality education must 
be examined further. 

Some will oppose the Commission out of self-interest. Rural 
districts, faced with higher taxes than before and afraid of 
losing local control, may oppose the Commission proposals. 
Industry and conmierce may oppose the new tax structure 
which could increase their property assessments. 

One obvious and cruciai question is: Where will the neces- 
sary additional revenue come from? The consensus is that 
only with federal funds can New York afford the Fleisch- 
mann Commission reforms. One possibility, mentioned by 
Governor Rockefeller, is that, if the federal government were 
to take over the cost of welfare ($1.2 billion dollars in New 
York state), the state welfare money could be converted to 
education. 

Another question is, will the rich districts accept a freeze 
on their expenditures? Certainly not without a fight in the 
legislature. 

FROM PROPOSAL TO STATUTE 

Because the Pleischmann Commission said so little about the 
implementation of its proposals, a great deal of further 
thought and research will be needed before a bill (or bills) 
can be writtea The task of implementing the Pleischmann 
Commission proposals is almost overwhehning in its complex- 
ity and difficulty. A legislative staff expert estimated that 
it would be at least a year before legislation is drafted. Each 
proposal will have to be dissected and debated. Computer 
print-outs are needed to show the effects of the reforms ok eacli 
district. Political compromises will have to be made. No doubt 
provisions will have to be added to please powerful legislators. 
The work load is enormous. 
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As the proposals are being studied by the experts, the legis- 
lators are waiting— waiting to see what the Supreme Court 
does, waiting to see if more federal aid to education is 
forthcoming. 

It would be premature to make any judgments about what 
will happen to the school finance situation in the New York 
State legislature. Many questions remain to be answered 
before the effect of the Fleischmann study can be known. 

Will the debate turn into an urban vs. rural contest? Or 
the advocates of property tax vs. the advocates of more income 
tax? Or local control vs. state control enthusiasts? What 
will be the issues? None of these questions catt be answered 
tmtil the legislation is written. 

Once the problems have been solved and a bill is beiore 
the legislature, the legislators will have to consider the needs 
of their constituents, the dictates of the U.S. Constitution, and 
their own beliefs about the best educational system for all 
the children of New York. The decision will be theirs. 
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lor th* WMtom District of Toxis 
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Arnold & Porter Attorneys for Amici Curiae 
Gapun & Drtsdale 
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IN THE 
October Term, 1972 



No. 71-1332 



San Antonio Independent School District, et ah, 
Appellants, 

V. 

Demetrio p. Rodriguez, et al., Appellees. 



On AppMl from ill* Unltad StatM Distrkt Court 
lot tho WMtwm District of Toku 



MOTION FOR LEAVE TO FILE BRIEF FOR 
WENDELL ANDERSON. (Sortmor of tho Stido of MinnMota 

KENNETH M. CURTIS. GoTMmor of tlio St«to of Main* 
RICHARD F. KNEIP. Goromor of tho State of South Dakota 

PATRICK J. LUCEY. Goromor of tho Stato of Wbcoasln 
WILLIAM G. MILUKEN. Gomnor of tho State of MicUgan 
AS AMICI CURIAE 



MOTION 

Amici hereby respectfully move for leave to fOe a 
brief urgmg affirmance of the lower court decision in 
the above-entitled case. Counsel for Appellees have con- 
sented to the ffling of the attached brief. Counsel for 
Appellants have not so consented. 

Amici are the Qovemors of the above-listed States. 
As Ctovemors and chief executive officers of their re- 
spective States, Amici are responsible for upholding 
and carrying out the conamands of the Constitutions 
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and laws of their States, including the provisions 
thereof requiring the establishment of public schools 
and commanding the children of their States to attend 
school for a substantial number of years. Each Amicus 
is responsible, as the elected representative of the entire 
citizenry of his State, for financial decisions affecting 
all State operations, including those pertaining to the 
support and finance of the public schools. 

Amici are deeply concerned about the continuing 
crisis in public education and the difficulties facing 
public educational systems in their States and around 
the nation. Amici recognize that grave inequities now 
exist in the educational resources available to public 
school students, and that these inequities exist because 
of vast disparities in the local property tax bases upon 
which the various States have required local school 
districts to rely for the support of public education. 
Amici, whose States have educational systems wMch 
suffer in one degree or another from the same infirm- 
ities as the financing system here at issue, believe that 
the inequities in educational resources resulting from 
such systems are in violation of the Equal Protection 
Clause of the Fourteenth Amendment to the United 
States Constitutipn and that these inequalities must 
be eliminated. 

In pursuance of their duties as chief executive of- 
ficers of their States, Amid have thoroughly examined 
and are familiar with school financing problems.* As a 
result of these studies, Amici have concluded that it is 



* Specific statements of the involvement of the Amici Anderson, 
Curtis, Eneip, Lucey and Milliken with school financing programs 
appear at pages III- VIII of Amici 's Motion for Leave to Pile Brief 
submitted to this Court in connection with the Jurisdictional State- 
ment. 
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necessary, in order to maintain a viable system of pub- 
lic education available to all without discriminatioQ 
based upon wealth or other factors irrelevant to the 
educational process, to devise a system which provides : 

— qualily education for every child, regardless of 
his place of residence ; 

— a rational method of finanicing the educational 
system which assures the availability of the 
needed resources ; 

— equily of tax burden among the citizens of a 
state; and 

— ^meaningful local control over educational mat- 
ters where appropriate. 

Amici believe that financing systems which meet the 
above-listed requirements, and which eleminate the 
wealth discrimination and resulting constitutional 
problems stemming from the ciurent local property tax- 
based systems, can be instituted without great diffi- 
culty, social or administrative, by the adoption of 
school finance 'SfyBtems not dependent upon the wealth 
of the local school districts. 

Amici further believe that the standard adopted by 
the court below is uniquely suited to bring about the 
achievement of a constitutional non^discriminatory 
method of public school fixjance without in any way 
infringing on the proper sovereign prerogatives of the 
various States, including those of which they are Gov- 
ernors. The decision of the court below sets forth a 
single easily comprehensible constitutional command 
and quite properly leaves it to the States to choose, as 
they can and must, from a multitude of possible finan- 
cing systems. 

Ul 
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For these reasons, Amid request that this Court 
grant leave to file the attached hrief urging af firm- 
anoe of the decision of the lower court. 

David Bonderman 
1229 Nineteenth Street, N.W. 
Washington, D. O. 20036 

Peteb Van N. Locewood 
1101 Seventeenth Street, N.W. 
Washington, D. C. 20O36 

Attorneys for Amid Curiae 

Of Counsel: 

AbNOLD & POBTEB 

Caplin & Dbtsdale 
Washington, D. C. 

August 21, 1972 
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INTRODUCTION 

Article VII, § 1 of the Constitution of the State of 
Texias provides that: 

A general diffusion of knowledge being essential 
to the preservation of the liberties and rights of the 
people, it shall be the duty of the Legislature of the 
State to establish and make suitable provision for 
the support and maintenance of an efficient sys- 
tem of public free schools. 

Over the years since Texas, in its first statehood Con- 
stitution of 1845, adopted the predecessor of Article 
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VII, § 1, the method used to finance the State public 
school system has varied. Thus, while originally the 
schools were to be supported by the State directly, for 
sonofi time Texas has supported iis pubHc schools in 
laro^f part with funds raised fr(Hu school district prop- 
erty taxes.* 

The details of the Texas finandng system as it has 
evolved are complicated, but the general workings and 
eff€ct of the system ore both clear and undisputed:' 
the reliance upon local property taxes for school funds 
has maae the local property tax base the primary deter- 
minant of the amount of funds available for the schools 
in any district, and this amount varies tremendously 
from district to district wdthdn the Texas school Systran. 

Of the 79 Texas school districts with over 5,000 stu- 
dents, the richest has a tax base per pupil more than 23 
times that of the poorest By taxmg at equal rates, the 
richest of these districts would have 23 times more dol- 
lars per pupil to spend on its schools than would the 
poorest The Plaintiffs' Bdgewood school district in 
metropolitan San Antonio could raise only $37 per 
pupil in 1969-70 while the Alamo Heights school dis- 
trict, also in metropolitan Stm Antonio, was able with a 
lower tax rate to raise $412 per pupa T^us, the dif- 



A brief history of Texas' school finaneinir vstem sppears in 5 
Governop's Committee on Public School Education, The Challenee 
and the CJhance: Public Education in Texas— Pinancinff the Sys- 
tem 11-17 (1969) [hereinafter cited as Public Education in Texw]. 

' The parties stipuUted below that the "facts are generaUy not 
m dispute." Appendix, p. 45 ^6 [hereinafter cited as App.l. A 
full and comprehensible description of the Texas school llnance 
^tem is J. Berke, A. Camevale, D. Morgan ft B. White, The Texat 
School Finance Cote: A Wrong m aeturek of a Remedy, J. Uw 
* Ednc. (to appear in Fall, 1972). 
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ference in funds raised locally was due solely to the dis- 
parities in wealth between the two districts * 

In addition to the funds the local districts raise them- 
selves, each district receives a direct payment from the 
State. These payments are made in recognition of the 
fact that the property tax-based system works great 
discriminations,* and, in theory, are supposed to lessen 
the extent of the discrimination among districts. In 
fact, the grants to local distracts are calculated in a 
fashion that not only does not substantiaUy alleviate 
the differences between the rich and the poor districts, 
but in many cases actually provides more dollars to 
wealthy districts than to poor ones.* Thus, Alamo 
Heights received $250 per pupil in direct State grants 
in 1969-70 wMle Edgewood, despite the fact that it 
cou' 1 itself raise less than one eleventh as much per 
student, received only $242. 

The court below agreed with Plaintiffs' contentions 
that the Texas school financing system outlined abo^e 
substantially disadvantages children residing in prop- 
erty-poor districts. Indeed, the court found that Texas 
has chosen **to subsidize the rich at the expense of the 
poor'* (App. 262) and enjoined Texas from continuing 
to make "the quality of public education a function of 

^ See PI. Ex. 12 based upon computer runs supplied by the State 
of Texas Education Agency. See also App. 217, 219. 

* It was the recognition ot these discriminations by the Texas 
Legislature's Gilmer- Aiken Committee in 1948 that led to the adop- 
tion of the present system. See Qilmer-Aikeu mittee, To Have 
What We Must (1948). 

* App. 208. See also United States Commission on Civil Rigiits, 
The Texas School System 31 (1972) (page cite is to the Commis- 
sion-approved typewritten copy; publication in printed form is 
expected shortly). 
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wealth other than the wealth of the Stat* as a whole " 
(App.270). 

The State's appeal thus raises in this C -rt the oon- 
stiturfaonaHty of the discrdminatory systex. presently 
used by Texaa to finance pnbUc education, a -^stem in 
which discrimination arises solely because the State has 
chosen to provide revenue for its schools based upon a 
fact. "—the wealth of the district in which the schools 
are located— having no relaition whatsoever to any 
educational goal. 

As State Governors with responsibiUty for the inter- 
ests of aU the children of their States, Amici are com- 
mitted to reforming the present discriminatory systems 
of school financing, systems which plainly cannot and 
do not wo.'k,' and replacing them with systems which 
operate without discrimination on the basis of local dis- 
trict wealth. That result, Amici beUeve, is dictated by 
equity and common sense, as well as constitutionally 
required. 

Amici have concluded that there is no practical or 
administrative reason why revised systems of financial 
supipoxt of public school systems, consistent with the 
decision of the court below, cannot be instituted, and 
that public school systems of the type required to pro- 
vide equal educational opportunities for all children— 
not merely those from rich school districts— can only 
result from the standard found constitutionally re- 
quired by the court below. Amici therefore urge that the 
decision be affirmed. 



'See, e.g., President's Commission on School Finance, Schools, 
People & Money: The Need for Educational Reform 11-15 (1972) 
[hereinafter cited as President's Commission] ; National Legisla- 
tive Conference, A Legislator'b Guide to School Finance 13-22 



ARGUMENT 



Th* Decision of iho Court Bolow Thti tho Prorisicms of the 
Constitution and Laws of Toxas CSororning tho Financing 
of Public Education Violato tho Equal Ptot^tion 
Clauso of tlio Fourtoanth Amatidmant of tho 
Unitad Stataa ConstUution Should Ba 
AfBrmad 

Amici ^ubmit that because the present case involves 
public education and the manner in which such edu- 
cation is furnished to the nation's children, it has an 
importance far beyond that suggested by Appellants. 

Appellants and their supporters seek to trivialize the 
present case by characterizing the issue as whethe** 
a ^^Proposition I** developed by "imaginative schol- 
ars" should proceed fco "enshrinement in the Consti- 
tution of the United States." (App. Br. 8). Amici, 
State Governors deeply concerned about inequities in 
educational finance, submit thiait the real issue in this 
case is whether the Fourteenth Amendment prohibits 
States from providing more tax dollars for public edu- 
cation tc rich districts than to poor districts. The fact 
that, in addition, the poor districts are taxed more 
heavily than rich districts to provide such funds merely 
serves to exacerbate the discrimination. 

L THE ROLE OF EDUCATION IN AMERICAN 
SOCIETY 18 UNIQUE 

A. EDUCATION 18 A STATE FUMCTIOll 

L Th* 8iaiM Am R«qulr«d by Thmir Consiliuiloiift 
To ProTkU FrM Publlo EdueaUon 

The Constitutions of 48 of the 50 States require the 
State legislature to establish a system of public 
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schools/ Article VII, § 1 of the Texas Constitution is 
typical in this regard: 

A general diffusion of knowledge heing essential 
to the preservation of the liberties and rights of 
the people, it shall be the duty of the Legislature 
of the State to establish and make suitable pro- 
vision for the support and maintenance of an eflBi- 
cient system of public free schools. 

The history of the Texas constitutional provisions 
is illustrative of the significance of education as a 
State function. The 1827 Constitution of the Mexican 
State of Coahuila and Texas provided that the State 
was to establish schools in all towns. No schools were 
in fact established, and the neglect of public education 
by the State "was one of the chief grievances charged 
against the Mexican government" when Texas declared 
its independence.* The Constitution of the BepubUc 
of Texas declared that: 

It shall be the duty of Congress, as soon as cir- 
ciunstances will permit, to provide by law a gen- 
eral system of education. General Provisions, Sec- 
tion 5 of the Constitution of 1836. 

This provision formed the basis for Texas' current 
constitutional requirement that the State Cbtablish a 
system of "free public schools." 

''See the table reproduced as an Appendix to this brief. Until 
the decision in Brown v. Board of Education, 347 U.S. 483 (1954), 
all 50 States had constitutional provisions requiring public schools. 
In attempts to avoid the mandate of Brown, Mississippi made its 
constitutional provision discretionary with the State legislature and 
South Carolina repealed its constitutional provision altogether. 

^See Interpretive Comment, 2 Vernon's Constitution of the State 
of Texas Annotated 373 (1955). 
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2. Local Sdhool Districts Ktm ShMr kgmidm of ihm Stato 

In interpreting this constitutional provision, the 
courts of Texas have recognized that education is a 
State function. Thus, it v^as observed in El Dorado 
Independefd School District v. Tisddle, 3 S.W,24..420,.;; 
422 (Tex. Oomm. Oiv. App. 1928), that: ^ * ' ' 

[I]n constitutional terms, it is coninmndeS/'ft^ 
the Legislature shall 'establish and make smtable 
provision for the support and maintenance of an 
efficient system of public free schools.' The ob- 
ject, manifestly, is a state object: its achievement, 
as plainly, is to be in consequence a use of state 
power. . • • 

Furthermore, the Texas courts, like the courts in other 
states,* are emphatic in asserting that local school dis- 
tricts are nothing more than administrative units set 
up for the convenience of the State in administering its 
system. In Treadwa/y v. Whitney Independent School 
District, 205 S.W.2d 97, 99 (Tex. Civ. App. 1947) the 
court declared: 

[W]hen carrying out the functions for v^hich it 
v^as thus created, [a school district] could act only 
as an agent of the state. ... As a result of the acts 
of the Legislature our school system is not of mere 
local concern but is statewide. While a school dis- 
trict is local in territorial limits, it is an integral 
part of the vast school i^stem v^hich is coextensive 
with the confines of the State of Texas. 

These court decisions recognize what is the fact not 
only in Texas, but in every one of the United States: 
education is a State function. 



^8ee the decisions discussed in A. Wise, Rich Schools, Poor 
Schools 94-98 (1968). 



336 



3. Siato StafutM Regulate Ermrj AtpmA of Public Edncatloii 

State control in Texas, as elsewhere, extends to in* 
depth statutory regulation of the educational system* 
Thus not only does the State of Texas create, consoli* 
date and abolish school districts (Oh. 19, Texas Edu* 
cation €ode. Acts of 1969, Ch. 889),** but it regulates 
their activities down to the minutest detail. The Texas 
Education Code contains some 250 pages of statiites 
controlling, inter alia, mandatory subgeet matter, ac* 
^eptable textbooks, teacher qualifications and tenure, 
personnel salary bases, special programs, length of 
school day, and a variety of other details. Acts of 1969, 
GIl 889, passim.^^ Most importantiy, the school dis* 
tricts have taxing power only because and to the extent 
that the State has delegated its power to tax for schools. 
Tex. Stat Ann. arts. 28()2g, 28Q2h, 28Q2i, and 28Q2i*l 
—28021*32, as amended by Acts of 1969, Gh. 889. 

While certain of the details vary from State to State, 
the State's control of the educational system and of the 
school districts as a part of that system was aptiy put 
by the Supreme Court of Illinois in People v. Death- 
erage, 401 HI. 25, 31-32, 81 N.E.2d 581, 586 (1948) : 

A communily school district, like any other school 
district established under enabling legislation, is 

^^8ee alio United Stetes v. Texas, 321 F.Sapp. 1013 (E.D. Tex. 
1970). 

11 Among the Texas Education Code's provisions regulating tiie 
details of school operations are §§ 415-.16 (criminal penalties for 
failure to teach required subjects) ; §§ 21101-.112 (required sub- 
jects) ; §§ 12.11..27, 12.62 (schools required to use State«approved 
textbooks and approval procedures estaldiahed) ; Chs. 13 and 21, 
Subch. D (procedures for teacher certification and dismissal estab^ 
lished) ; § 16.31 (teachers' base pay fixed) ; §§ 11.03-.11 (special 
programs) ; § 21.002 (length of school day) ; §^06 (State oath re- 
quired of teachers) ; § 11.52 (uniform qnrtem of forms' and reports 
for schools). 
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entirely subject to the will of the legislature there- 
after. With or without the consent of the inhabi- 
tants of a school district, over their protests, even 
without notice or hearing, the State may take the 
facilities in the district, without giving compensa- 
•tion therefor, and vest them in other district 
agencies The area of the district may be con- 
tracted or expanded, it may be divided, united in 
whole or in part with another district, and the 
district may be abolished All this at the will of 
the legislature. The "property of the school dis- 
trict" is a phrase which is misleading. The dis- 
trict owns no properly, all school facilities, such 
as grounds, buildings, equipment, etc., being in fact 
and law the property of the State and subject to the 
Legislative will .... 

In sum, school districts are simply administrative 
units created by the States for their convenience in the 
operation of the State school system, in accordance 
with the mandate of each State's constitution." 

B. THE STATES HA VE HISTORICALLY TREATED EDUCA- 
TION AS BEDfG DIFFERElfT FROM OTHER GOVERK- 
MEMTAL SERVICES 

For both historical reasons, and reasons relating to 
the functioning of the American political system, edu- 
cation occupies a place in the hierarchy of rights and 
privileges of a citizen very different from welfare, 
housing, police protection and other such govermnental 
services. Even before the United States as we now 
know it was formed, the Continental Congress, operat- 
ing under the Articles of Confederation, required in the 



" This point could hardly be made more succinctly than it has 
been by the State of Florida, Fla. Stat. Ann. §299.01: "Public 
education is basically a function and responsibility of the state." 

9 
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Northwest Ordinance of 1787 that "schools and the 
means of education shall forever be encouraged/' 1 
TJ.S.C. pp. xxxviii-xxxix. As noted above, 48 of the 50 
States require in their Constitutions that the legisla- 
ture establish and maintain a system of public educa- 
tion. Only one State (New York) requires in its Con- 
stitution that the State government provide any service 
other than education (welfare). Furthermore, less than 
half the State Constitutions even make specific men- 
tion of any other services which the State may elect 
to provide. In addition, every State but one requires 
compulsory school attendance of its children.^^ Thus, 
the unique place of education in America is secure: 
education, and only education, is a right of American 
children gu^anteed by virtually every single State. 

C. EDUCATION IS INTIMATELT BOUND UP IN THE 
DEMOCRATIC POLITICAL PROCESS 

One need only look at the State Constitutions to dis- 
cover why education is treated so differently from all 
otiier services provided by the States: education has 
always been considered to be a necessary part of the 
democratic political process, a support without which 
the political system of the United States could not 
stand." Thus, like the Texas constitutional provision 



^' See the table reproduced as an Appendix to this brief. Missis- 
sippi repealed its compulsory attendance statute in an attempt to 
avoid the impact of Brown v. Board of Education, supra. 

" Interestingly, Virginia historically recognized the special rela- 
tionship between voting and education by providing that two-thirds 
of its poll tax be used ''exclusively in aid of the public free 
schools/' Constitution of Virginia, Article VIII, § 173. See Harper 
V. Virginia State Board of Elections, 383 UJ5. 663, 664 n.l ^966). 
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quoted at pages 2 and 6, supra^^ the following provi- 
sion of the Minnesota Constitution is typical: 

The stability of a republican form of government 
depending mainly upon the intelligence of the peo- 
ple, it shall be the duty of the legislature to es- 
tablish a general and uniform system of public 
schools. Coiistitivtion of Minnesota, Article VllI, 

§1. 

This Court has also recognized the special role of 
education in our democratic society: 

Thomas Jefferson pointed out early in our history 
that some degree of education is necessary to pre- 
pare citizens to participate effectively and intelli- 
gently in our open political system if we are to 
preserve freedom and independence. Further, 
education prepares individusds te be self-reliant 
and self-sufficient participants in society. We ac- 
cept these prox>osi(tions. Wisemsm v. Yoder, 92 
S. a. 1526, 1536 (1972). 

Indeed, Mr. Chief Justice Burger in Yoder noted that 
a figure no less influential than Thomas Jefferson even 
proposed to condition citizenship on the ability to read. 
Id. at 1538 n. 14. 

In a concurring opinion in Yoder, quoting Brown 
V. Board of Education, supra, Mr. Justice White re- 
affirmed that: 

Today education is perhaps the most important 
function of state and local governments. Compul- 
sory sdiool attendance laws and the great expendi- 

^^^8ee also Texas Education Code, Acts of 1969, Gh. 889, § 2.01 
which provides : 

The ohjective of State support and maintenance of a S3rsiem 
of public education is education for citizenship and is grounded 
upon a conviction that a general diffusion of knowledge is es- 
sential for the welfare of Texas and for the preservation of the 
liberties and rights of citizens. 

11 
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tures for education both demonstrate our recogni- 
tion of the importance of education to our demo- 
cratic society. ... It is the very foundation of good 
citizenship. 

Id. at 1544. See also Keyishian v. Board of Regents, 
385 U.S. 589, 603 (1967) ; Shelton v. Tucker, 364 U.S. 
479, 487 (1960) ; Illinois ex rel McCollum v. Board of 
Education, 333 U.S. 203, 231 (1948) (Mr. Justice 
Frankfurter, concurring) ; c/. Epperson v. Arkansas, 
393 U.S. 97 (1968). 

Thus the States, though their Constitutions, and this 
Court, through its decisions, have enunciated the same 
conclusions as those who have conducted empirical stud- 
ies of the relationship between voting and participation 
in the political process, on the one band, and education, 
on the other: a citizen's willingness and ability to par- 
ticipate in the civic and political life of these United 
Staites is uniquely dependent upon education.^' 

Amici believe, therefore, that education's special 
relationship to the political process, recognized by the 
States themselves, makes education a uniquely import- 
ant State function which is distinct from all other State 
services of whatever nature. 

"Scholars whose studies have led to this conclusion include 
J. Guthrie, G. Kleindorfer, H. Levin & T. Stout, Schools and In- 
equality 165-67 (1971), reprinted in Hearings Before the Senate 
Select Comm. on Equal Educational Opportunity, 92nd Cong., 1st 
Sess., pt. 16C, Appendix I, pp. 7068-70 (1971) ; R. Hess & J. Torney, 
The Development of Political Attitudes in Children 217-18 (1967) ; 
R. Agger & V.^ Ostrom, Political Participation in a Small Com- 
mumty, in H. Eulau (ed.). Political Behavior 138-48 (1956); 
and A. Campbell, The Passive Citizen, Acta Sociolocica, Vol Vl' 
No. 1-2 at 9-21 (1962). 

Voting statistics which demonstrate the same result have been 
compiled by the United States Department of Commerce, Bureau 
of the Census, Tears of Schooling Completed— Reported Voter Par- 
ticipation in 1968 and 1964, Current Population Reports, Series 
P 20, No. 192, Table 11 (1968). 
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IL THE TEXAS SCHOOL FINANCING SYSTEM 
IS DISCRIMINATORY 

On its appeal, Texas does not dispute, as it could 
not, that its financing system provides substantially 
more money per child to property-rich than to prop- 
erty-poor districts. Instead, Texas and its supporters " 
maintain that the fact that under the present system 
the rich districts receive two or three or even ten times 
as much funding per student as do their poorer breth- 
ren is irrelevant because there is no showing that mon- 
ey makes a difference in the quality of the education 
furnished to school children. (App. Br. 5, 16-25). 

A. EQUALmr OF EDUCATIONAL OPPORTUNmr IS TOTALLY 
UNRELATED TO STUDENTS' SCORES ON 
STANDARDIZED TESTS 

As other Amici point out, much of the argument 
Texas makes on this point is based on its misreading of 
the relevant educational literature." Far more impor- 
tantly, however. Appellants are confusing State input 
into the public schools (in the form of funds) with a 
particular type of output of the schools (students' 

It is noteworthy that the Amici filing briefs in sapport of Ap- 
pellants herein consist entirely of two categories — the first is State 
Attorneys General, who are required as their States' chief legal 
officers to defend State laws against constitutional attack, and the 
second is the legal officers representing a selection of the richest 
school districts in the nation, e.g.^ Beverly Hills and San Marino, 
California, Grosse Point and Bloomfield Hills, Michigan, and Mont- 
gomery County, Maryland. 

See Briefs Amicus Curiae of the National Education Associa* 
tion, et al. [hereinafter cited as NEA Brief] and John L. Serrano, 
Jr., et al. [hereinafter cited as Serrano Brief]. Compare^ Office of 
Education, Equality of Educational Opportunity 316 (1969) (The 
Coleman Report) with Report of Commissioner's Ad Hoc Group 
on School Finance, Department of Health, Education and Welfare^ 
in Hearings Before the Senate Select Comm. on Equal Educa- 
tional Opportunity, 92nd Cong., 1st Sess., p. 8388 (1971). 
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scores on standardized tests) » While perhaps a rele- 
vant indicator in some cases of the effectiveness of pub- 
lic school education, test scores are simply not relevant 
to a determination of whether children are being af- 
forded equal educational opportunity by a State. On 
the other hand, there is no doubt whatever as to the di- 
rect relationship between expenditures and educational 
opportunities.*® As the President's Commission noted : 

[MJoney builds schools, keeps them running, pays 
their teachers, and, in crucial, if not clearly de- 
fined ways, is essential if children are to learn. 
President's Commission xi. 

B. DISCRIMINATION IN THE PROVISION OF FUNDS FOR 
EDUCATION IS THE CRITICAL ISSUE 

There is an evident difference between wealthy and 
poor school districts. Wealthy districts often have well- 
trained and experienced teachiers, modem, well main- 
tained facilities, new and up-to-date textbooks, first 
class libraries, language laboratories, special art and 
music classes, experimental programs, and a host of 
other educational advantages. Poor districts frequently 
have under-trained and temporary teachers, dilapi- 
dated, often hazsardous facilities, old textbooks, inade- 
quate library facilities, no si)ecial classes or teachers 

" Indeed, Appellants cannot quite bring themselves to consistency 
in their argument that money is irrelevant in providing educational 
opportunities, for they point out as evidence of their concern for 
education that in the period of 1960-1970 the increase in expendi- 
tures ... [in Texas] was from $750 million to $2.1 billion, while 
the numbers of students increased only 37%, so that expenditures 
per student doubled from $416 to $855.'' (App. Br. 9). It is inter- 
esting that while the State found 1960 's $416 per pupil too little, 
and hence more thar. doubled that figure by 1970, PlaintiflFs' Edge- 
wood school district reached $416 for the first time ever in 1970— 
and at that time was $439 below the State average. The figures are 
from Texas Research League, Public School Finance Problems in 
Texas 14 (1972). 
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for subjects such as art, music, or foreign languages, 
and overburdened administrators." Any parent, any 
teacher, any student knows that in every one of the 
myriad of ways that distinguish a school from a place 
which merely serves to keep children ofE the street, 
money makes a critical difference. Regardless of 
whether Appellants acknowledge this, this €ourt al- 
ready has. 

In Sweatt v. Painter, 339 U.S. (1950), this Court 
was called upon to decide whether the two racially ex- 
clusive law schools provided by the State of Texas, 
one for whites only, one for blacks only, met the test 
of "substantial equality" as then required under the 
separate biit equal doctrine. This Court held that the 
two schools were not substantially equal: 

["W]e cannot find substantial equality in the edu- 
cational opportunities offered white and Negro law 
students by the State. In .terms of number of the 
faculty, variety of courses and opportunity for 
specialization, size of the student body, scope of 
the library, availability of law review and similar 
activities, the [white only] University of Texas 
Law School is superior. What is mpre important 
the University of Texas Law School possesses to a 
far greater degree those qualities which are incap- 
able of objective measurement but which make for 
peatness in a law school. Such qualities, to name 
but a few, include reputation of the faculty, experi- 
ence of the administration, position and influence 
of the alumni, standing in the commimity, tradi- 
tions and prestige. It is difficult to believe that one 
who had a free choice between these law schools 
would consider the question close. Id. at 633-34. 



A2d^l877l972)^^' ^'^P^'- 223, 287 



15 



344 



Sweatt is on all fours with the current case. Substitute 
''rich districts'' and ''poor districts" for "white'' and 
"Negro," and repbr^e '^aw school" with "public 
school" and we have the situation currently facing 
the nation's school districts. As this €ourt held in 
Sweatt, schools whose disparities are as severe as those 
listed above— which Appellants do not and cannot deny 
on the record before the Court-nare unequal, and that 
inequality flows from one source: discrimination in 
funding due to existing public school finance systems 
such as that of Texas,^** 



^ Equally dispositive of AppeUants' arguments as to lack of dis- 
crimination is this Court's decision in Gaston County v. United 
States, 395 U.S. 285 (1969). Gaston County sought relief from the 
provisions of the Voting Rights Act of 1965 which forbade the use 
of literacy tests xmder certain circumstances. The Uniied States 
opposed the granting of relief on the ground that the reimposition 
of a literacy test would place a specially onerous burden on the 
black citizens of the county, since the county had traditionally 
maintained separate and inferior schools for blacks. 

This Court affirmed the lower court's refusal to allow Qaston 
County to reimpose a literacy test, finding that the black schools 
had been inferior to the white schools. The Court based its conclu- 
sion on several findings: 

1. the property tax base of the white schools was from two to 
five times that of the black schools (here wealthy Alamo 
Heights has over 6 times the property tax base of Plaintiffs' 
Bdgewood district, App. 216, and variations of as much as 23 
times in property tax base between districts occur elsewhere 
in Texas) ; 

2. the teachers in the black schools were less qualified than 
those in the white schools, since 95% ox the black but only 5% 
of the white teachers had emergency credentials (here the 
Plaintiffs' Bdgewood district had 47% of its teachers on 
emergency certificates, while the wealthy Alamo Heights dis- 
trict across town had only 11%, App. 117) ; and 

3. the salaries of the black teachers ranged around 50% of 
those of the white teachers (here Bdgewood 's salary scale was 
consistently around 80% of Alamo Heights', App. 118). 

The similarities to the present case are striking. 



16 



346 



C. A CORHELATION BETWEEN THE POVERTY OF A SCHOOL 
DISTRICT AND THE POVERTY OF ITS RESIDENTS NEED 
NOT BE ESTABLISHED TO SHOW UNCONSTITUTIONAL 
DISCRIMINATION 

Appellants argu^ that the findings of the eourt below 
really show only discrimination against school dis- 
tricts rather than against individuals and that there- 



21 In fact, the court below found, based upon the evidence in the 
record before it — c '^idence which Appellants did not at tne time 
contest— that in Texas the rich districts have the highest median 
family income and the poor districts the lowest. 337 P.Supp. at 
282; App. 259. 

In tb' attempt to do on appeal what they could not or would 
not do before the trial court, Appellants rely on S. Goldstein, Inter- 
district Inequalities in School Fit^arudng: A Critical Analysis of 
Serrano v. Priest a/nd Us Progeny, 120 U. Pa. L. IW. 504 (1972), 
to attack the affidavit testimony of Joel S. Berke (App. 198)., Pro- 
fessor Berke's aflBdavit demonstrated that, in Texas at any rate, 
proper*y-rich districts and high family income go hand in hand. 
In his attack on the undisputed evidence before the court below. 
Professor Goldstein failed to note that, while the number of districts 
in the top (rich) and bottom' (poor) categories is small, the number 
of students involved is not : the four poorest districts in the sample 
used by Professor Berke had over 50,000 students, 10% of the stu- 
dents in the entire sample. Furthermore, the direct correlation be^ 
tween district wealth and familial wealth remains in effect when the 
Imes are redrawn to leave 20% of the students in the top cate- 
gory (i.e., richest school districts) and 20% of the students in the 
bottom category (poorest districts). In short, the statistical correla- 
tion betwec rich districts and family wealth is true for all the 
districts at the top and b'>ttom of the wealth chart. Hence the study 
supports quite adequately the court *s finding that there is an 
affirmative cor; elation between poor districts and poor people. 

The **ttempts by Appellants to introiiuce new evidence before this 
Court illustrate perfectly the problems created when a party asks 
an appellate court to 'rely upon evidence i ot in the record. Not only 
does this tactic preclude the opposing party's effective rebuttal of 
the newly offered evidence, it allows the moving party to choose 
unrepresentative bits and pieces of the story. Here, for example, 
the Appellants rely on an article in the Kansas Law Review as 
demonstrating the absence of a relation between school district and 
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fore the oonrt below wa« unjustified in holding such 
discrimination a violation of equal protection. (App. 
Br. 30-31). Despite Appellants^ arguments to the con- 
trary, the fact that the State has create and main- 
tained a system which discriminates against groups 
rather than against specific individuals does not render 
such discrimination acceptable under the decisions of 
this Court. For it is not, and never has been, a princi- 
ple of constitutional law that the State may freely dis- 
criminaite against a variety of individuals if only it 
divides them into distriots or groups. 

For example, in Reynolds v. Sims, 377 U.S. 5^3 
(1964), this Court struck down a legislative districting 
system which gave additional power to rural areas 
through a county representation system. "One part 
of the State was given greater representation than 
'^another part of the State/' Mat 562. The vice there 
was that the State system favored one district at the 
expense of another. Of course, the Court recognized 
in Reynolds that the real parties in interest, as here, 
were people — there voters, in the case at bar school 
children and taxpayers — since the ultimate weight of 
discrimination against groups is borne by their mem- 
bers. See also Gray v. Sanders, 372 U.3. 368 (1963). 

Equally iUustrative is Bullock v. Garter, 405 U.S. 
134 (1972). There the State of Texas had estaVdshed 
a system of filing fees requiring candidates for office 

individual wealth. (App. Br. 22-23.) Yet Appellants fail to men- 
tion that an authoritative study done in 1970, and repeated in 1972, 
by the Pennsylvania Department of Education showed a 96% cor- 
relation statewide 'between school district and individual wealth. 
Report of the Pennsylvania Department of Education, Bureau of 
Educational Research (May 1970) ; Report of the Pennsylvania De- 
partment of Education, Bureau of Educational Research (August 
1972). 
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to pay up to $8,900 as a prerequisite for appearing on 
the ballot. The Court, in rejecting the Staters argu- 
ment that no discrimination against identifiable indi- 
viduals was involved, struck down the statutes at issue 
on the groimd that they discriminated against "the 
voters supporting a particul<ar <3andidate'^ who could 
not afford the filing fees, despite the absence of "dis- 
crete and precisely defined segments of the community'' 
who could be identified as the victims of the discrimi- 
nation, /({.at 144. 

And in Gordon v. Lance, 403 U.S. 1 (1971), this 
Court in describing Cipriano v. Houma, 395 U.S. 701 
(1969), and Gray v. Sanders, supra, stated that the 
"defect^^ in the statutory systems there at issue "lay in 
the denial or dilution of voting power because of group 
characteristics — geographic location and property own- 
ership. . . Jd. at 4. 

Thus, as the Court has recognized, the discrimination 
against a group is, in effect, discrimination against 
each of its members because of their membership in 
the group. 

IIL THE DISCRIMINATION AT ISSUE REQUIRES 
CLOSE JUDICIAL SCRUTINY 

Appellants and their supporters contend that the 
court below erred in applying a compelling interest 
test^^ in determining whether the discriminatory school 
financing system they defend amounts to ^ invidious 
discrimination^' in violation of the Fourteenth Amend- 
ment of the Oonstitution of the United States. They 
maintain that the discrimination involved herein should 
be subject only to a so-called "rational basis'* test 
(App. Br. 26-37.) Thus the Couirt is presented with 
pages of argument aligning the "compelling interest'* 
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cases on the one side and the ''rational basis'' cases ^ 
on the other, with tlte Appellants attempting to dis- 
tinguish the one from the other according to this label 
or that. 

But this Comet's sophistication with equal protec- 
tion issues has gone beyond that point. For the real 
question, as this Court has indicated, does not depend 
upon attaching labels but upon the delicate balancing 
of interests required by the Constitution, Thus, the 
proper question to be asked in determining whether 
Texas' discriminatory system can pass constitutional 
muster is threefold, for the inquiry concerns : 

the character of the classification in question; the 
individual interests affected by the classification; 
and the governmental interesits asserted in support 
of the classification. Dunn v. Blumstein, 405 U.S. 
330, 335 (1972). 

See also Wcher v. Aetna Cos. & Stir. Co., 92 S. Ct. 1400 
(1972) ; Williams v. Rhodes, 393 U.S, 23 (1968) ; Car- 
rington v. Rash, 380 U,S. 89 (1965). 

Amici have discussed al>ove the interests affected by 
the classification (education) and the character of the 
classifiication (school district wealth).^* It remains to 
examine the governmental interests asserted in support 

^E,g., Griffin v. Illinois, 351 U.S, 12 (1956) ; Harper v. Virginia 
State Board of Elections, supra,' Bullock v. Carter, supra, 

^^E.g., Dandridge v. Williams, 397 U.S, 471 (1970)- James v. 
Valtierra, 402 U,S. 137 (1971) ; Jefferson v. Hackney, 92 S.Ct. 1724 
(1972). 

2* As indicated above, Appellants appear to ar^e that the ap- 
plicable ''classification'' is not wealth but greography. App. Br, 20, 
Amici are not interested in debating the point, since both classifica- 
+ions are equally objectionable. See Reynolds v, Sims, supra,- Gray 
V. Sanders, supra; Bullock v. Carter, supra. 
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of the classification against the background of the dis- 
criminatory provision of educational opportunities on 
the basis of school district wealth. Before doing so, 
however, it is necessary to discuss the substantiality 
of the State interests required in order to justify the 
discrimination. 

Amici have demonstrated the relation of education 
to voting and the political process, a relation histori- 
cally accepted by all the United States, and the imique 
place of education in our society. Others argue, Amici 
think persuasively, that education is a "fundamental 
interest.** Amici have also demonstrated that the 
discrimination involved here — the provision of more 
money to the children of rich school districts than to 
the children of poor ones — is substantial. This court 
has held such wealth discriminations to be "suspect.** 
Harper v. Virginia State Board of Elections, supra. 
However, Amici do not believe that the resolution of 
this case turns upon whether education is found to be 
a "fundamental interest** or whether classification ac- 
cording to school district wealth is held "smpeci** 

The critical point is that education as a governmental 
fimction is singularly important /to the political pro- 
cess and, as a result, is unique in its history and treat- 
ment by every State. Education is thus in a vastly dif- 
ferent position from all other government "services,** 
such as welfare,^® housing,^^ fire or police protection, 
sanitation, and the like. In addition, the discrimination 
against the children resident in poor school districts 



^^8ee Serrano Brief. 
See Jefferson v. Hackneyi supra; Dandridge v, Williams, supra. 
See James v, Valtierra, supra. 
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is substantial and based upon a factor— wealth— com- 
pletely extraneous to educational considerations. At the 
very least, such a serious discrimination in the provi- 
sion of education deserves and requires that this Court 
look carefully into the rationale asserted to justify the 
discriminaition. And upon such an examination, it be- 
comes clear that Texas not only would serve no "com- 
pelling interest" by preserving its present discrimina- 
tory school financing system, but that it would serve 
no rational interest at all. 

IV. TEXAS HAS NO INTEREST— COMPELLING OR 
OTHEHWISE-IN PRESERVING THE PRESENT 
IRRATIONAL AND DISCRIMINATORY 
SCHOOL HNANCING SYSTEM 

In all the various briefs filed by Appellants and the 
Amici who support them, there is no attempt made, 
for obvious reasons, to explain the desirability or sense 
of providing funds for education so that children who 
live in rich districts receive more money to spend on 
education (even though their parents make less tax 
effort), while children who live in poor districts receive 
less money (even though their parents try harder). 
Instead, the Appellants now advance the claim that the 
discriminatory system is justified because it is neces- 
sary to provide "local autonomy" and "local control." 
Under this argument, the existing system, with all its 
attendant inequities, is required in order to effectuate 
the State's purposeful decentralization of public edu- 
cation. The facts are otherwise. 

A. THE PRESENT SYSTEM IS IRRATIONAL AND UNWORKABLE 

In connection with their contention that the present 
system is necessary for local control of the schools, 
Appellants assert that "The Texas plan is not the re- 
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suit of happenstance." (App. Br. 37). However, an 
analysis of the evolution of the Texas system reveals 
that it-nalong with the educational financing systems 
of most other States— is in fact the product of vir- 
tually complete happenstance. 

Texas adopted a system of local financing of schools 
in the last century when this nation was olE substeinti- 
ally different composition than it is today. In the 
nineteenth century, inequalities in wealth among school 
districts were not pronounced and the expenditures 
required for education were comparatively modest. 
Therefore it is conceivable that local funding may have 
once made a good deal of sense. The coming of indus- 
trialization and mechanization in the twentieth century 
changed all that rapidly, however. In the sp-' ce of a 
few decades there were vast differences in ability to 
sui>port the schools where there had been few before.** 

By the 1920's it was oommwily recognized by edu- 
oaAors that something had to be done to prevent the 
total collapse of the States' school financing systems. 
For already the pattern later to emerge fully was be- 
coming clear: attempting to rely wholly on local dis- 
tricts to finance public education could not work. The 
pioneering work done by Strayer and Haig in 1923,^ 
cited by Appellants to suggest that the current system 
is the result of repeated studies (App. Br. 36), came 
to ithe conclusion that the States had to "equalize" the 
vast inequities arising from the basic local property 
tax-'based system. 



"B. Fuller & J. Pearson, Education in the States: Nationwide 
Development Since 1900, p. 204 (1957). 

» O. Strayer & R. Haigr, Financingr of Education in the State of 
New York (1923). 
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The **foimdation programs'' resulting from the 
Strayer-Haig study may vrell have constituted an en- 
lightened approach" in the 1920 's when they were first 
developed, particularly in contrast to what came ho- 
fore, but that in no way suggests that the crazy-quilt 
patchwork system that we now see was purposefully or 
rationally created. 

By way of illustrating the irrationality of the pres- 
ent system, which Appellants suggest reflecte the 
**judgment" of **legisliaitive bodies" as to **wise policy" 
(App. Br. 25), let us assume that a State legislature 
wished to start from scrateh to devise a program to 
finance public education in the State. If the legislature 
started from the proposition that the State should 
provide a free public education te all its children, it is 
inconceivable that it would establish a system provid- 
ing that the monies raised would be disbursed to the 
lo^l units administering the schools in direct propor- 
tion to the value of the property within those units. 
Such a result would be inconceivable because there is 
no rational connection between the purpose for which 
the funds would be spent, namely, the education of 
children, and the value of real property in the geo- 
graphic unit responsible for utilizing the funds to edu- 
cate children.**^ 

As the President's Commission has stated: 

The process by which funds are raised and dis- 
tributed for public education throughout the 



*® The result would be even more clear where the geo^aphic units 
were school districts, the boundaries of which have historically often 
been motivated by economic, racial or political considerations hav- 
ing nothing whatsoever to do with any legitimate educational pur- 
pose, let alone the raising of tax monies. See United States v. Texas, 
supra. 
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United States has, during the past century, evolved 
into a dense jungle of legislation, formulas, and 
procedures. More than that, whatever its initial 
intentions and results, it is no longer effective or 
equitable by the present criteria we apply to meas- 
ure public purposes. President's Commission 26, 

Thus it is clear that the present discriminatory system 
is in no meaningful sense the product of a policy" of 
''legislative bodies,'' Rather it is the ultimate in sheer 
happenstance, a product of historical accident. In fact, 
the Texas Governor's Committee on School Finance 
observed that the present system almost defies com- 
prehension" and is based upon factors ''a little better 
, , , than sheer chance, but not much,"^* Indeed, as a 
recent report dealing with another State's similar sys- 
tem of financing concluded : 

It is difficult to conceive of a less workable struc- 
ture, fraught with such possibilities for inaction 
and lack of focus for leadership, than the one ex- 
isting at the state level in education, 

B, UNLIKE THE PRESENT SYSTEM* THE SYSTEMS PER- 
MHTED BY THE LOWER COURT DECISION WOULD NOT 
INHIBIT LOCAL CONTROL OF EDUCATION 

1. Under the Present Syitenau Local Control Exiett Only 
for the Rich Districts 

The present system of school finance is not necessary 
for local control of the schools. In fact, the exact op- 
posite is true : the present system prevents meaningful 
local •control by all except the richest districts. 



Public Education in Texas, 57, 48. 

«^ Office of Planning Coordination, Michigan Bureau of Policies 
and Programs, A Chronology of Buucational Reform 1 (1970). 
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Texas, like other States, has created school districts 
and made many of them i>oor : 

[T]he case [is] unusual in the extent to which 
governmental action is the cause of the wealth 
classifications. The school fimding scheme is man- 
dated in every detail by the California Constitu- 
tion and statutes. Although private residential 
and commercial patterns may be partly responsi- 
ble for the distribution of assessed valuation 
throughout the State, such patterns are shaped 
and hardened by zoning ordinances and other 
governmental land-use controls which promote 

eoonomic exclusivity G ovemmental action drew 

the school district lines, thus determining how 
much local wealth each district would contain. . . . 
Serrano v. Priest, 5 Cal. 3rd 584, 487 P.2d 1241, 
1254 (1971).'' 

Having created and perpetuated rich and poor dis- 
tricts, the State then leaves it to such districts to go 
beyond the amount of the direct State grants "as their 
desires f»nd resources permit." (App. Br. 6). This, 
according to Appellants, is the essence of local control. 

The facts belie this contention. Plaintiffs' Edgewood 
district, taxing at the highest rate in San Antonio, was 
able to raise $37 per student in 196^70. Even with the 
State direct grant of $242 per pupil, Edgewood had 
less than half the funds available per pupil as did the 
average Texas school district." As a result of its pov- 
erty, Edgewood could not provide such essentials as 
adequate classrooms, su£Scient library resources, or 
experienced teachers, and the district had to forego 



" See also Van Dusartz v. Hatfield, 334 F.Snpp. 870. 876 
Minn. 1971). 

** See notes J and 18, sitpra. 
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programs available to richer districts.'' This occurred 
despite the fact that Edgewood's tax rate was the 
highest in its area. It was not Edgewood's "desire," 
or the "lack of concern" on the part of Edgewood par- 
ents, which made Edgewood unable to afford what the 
richer districts had. It was, quite simply, poverty. 

In contrast. Alamo Heights, a wealthy district also 
in San Antonio, although taxing itself at a lower rate 
than did Edgewood, raised $412 per student and, in 
addition, received $250 in direct state grants in 1969- 
70.'* Alamo Heights could afford the luxury of local 
control, of deciding where to spend the funds the State 
of Texas has given it. Edgewood had no such luxury. 
The simple fact is that the image of local control over 
financing of education is completely illusory for a dis- 
trict such as Edgewood because of its poverty. 

Nevertheless, Appellants contend: 

The Court below thought that the choice Texas 
gives to school districts was illusory since "poor" 
districts in reality have no choice. Even though 
they tax themselves heavily they cannot raise much 
money (337 F.Supp. at 284, App. 259). But this 
IS not like Hargrave v. Kirk, 313 F.Supp. 944 
(M.D. Fla. 1970), vacated 401 U.S. 476 (1971), 
where the state made it impossible as a matter of 
law for a poor family or school district to provide 
an expensive education. Here the state has as- 
sured every child in every school district an ade- 
quate education. It leaves to the people of each 
district the choice whether to go beyond the mini- 
mum and, if so, by how miuch. In fact, every dis- 
trict in the state does go beyond the minimum 

App. 236-38. 
" See note 3, supra. 
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foundation program (App. 57). Thus the people 
of each district do in fact have a choice and have 
exercised it. (App. Br. 35.) 

Contrary to Appellants' assertions, the present case 
is identical to Hargrave. In addition to making it im- 
possible "as a matter of law" for a poor school district 
to provide a quality education," Texas, like most other 
States, has made it impossible as a matter of fact by 
creating and maintaining property-poor school dis- 
tricts. 

2. The Systems Parmittod by the Decision of the Court Below 
Allow Local Control for All Districts 

Under the standard proposed by the court below 
(whether labelled "fiscal neutrality" or something 
else), there are many ways in which Texas, or any other 
State, could structure its educational finance system so 
as to leave financing at the local level and at the same 
time eliminate the present interdistrict discrimination. 
Under the rule adopted by the court below, of course, 
this type of decision is, as it should be, left to the State. 

One method by which a State could retain local level 
financing is the so-called district power-equalizing ap- 
proach whereby the State would guarantee all the dis- 



" Texas, like Florida, imposes legal restrictions on the poor dis- 
tricts' ability to raise funds through the mechanism of statutory 
maximum limits on the tax rates which local districts may impose 
for education. The statutory maximum allowed for local taxing 
efforts varies according to the size of the school district, but is in 
most cases around $1.75 per $100 assessed valuation. Tex. Stat 
Ann. arts. 2802g, 2802h, 2802i, and 2802i-l— 2802i.32, as amended 
by Acts of 1969, Ch. 889. Needless to say, such limits weigh lightly 
on the rich districts which can obtain substantial revenues at low 
rates. 
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tricts the same amount of revenue for any given level 
of tax effort.^® Another method would be for the State 
to reapportion the local districts so that the value of 
taxable property within each district is approximately 
the same.^® Yet a third approach would be for the State 
to remove commercial, industrial and mineral property 
from the local'tax roll, tax such property on a state- 
wide basis, and return the revenues to the local dis- 
tricts in a manner intended to equalize the disparities 



^®Por a fuller description of how this system would work, see 
J. Coons, W. Clune & S. Sugarman, Private Wealth and Public 
Education 20142 (1970). Appellants argue that this would be 
politically unattainable because the richer districts would block any 
changes in the financing system which operated to reduce the rev- 
enues which they can obtain education without making com- 
paratively greater tax effort. Credibility is lent to this argument 
by the fact that it is precisely the political power of the richer dis- 
tricts coupled with the benefits they obtain from the existing sys- 
tem that is responsible, as Amici have discovered in their attempts 
to achieve reform of educational finance in their States, for the 
perpetuation of the existing discrimination against poorer districts. 
However, if the richer districts block enactment of legi»Ltive pro- 
grams aimed at leaving financing of education at the local level 
while eliminating discrimination in its results, the responsibility 
for any resulting loss of local control will fall on the very same 
rich district , which seek to defend the present system by contend- 
ing that its elimination will destroy local control Appellants' posi- 
tion thus reduces itself to the proposition that if the courts elim- 
inate the unjustifiable benefits the rich districts obtain from the 
present system, those rich districts will, in response, destroy local 
control of public education. 

^® Appellants object that this method is impossible and not to be 
taken ''seriously.'' (App. Br. 14). In fact, this type of reappor- 
tionment is taking place continuously as the number of school dis- 
tricts declmes around the country. See National Education Finance 
Project, Alternative Programs for Financing Education 104-05 
(1971). Indeed, the State of Texas routinely makes calcula- 
tions of similar complexity in conjunction with its current **founda. 
tion" program. See Public Education in Texas 45-58. 
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arising from variations in the value of the residential 
property remaining in the local tax base. Other meth- 
ods involving various combioations of the above with 
State equalizing funds obtained from sources other 
than local property taxes could be enumerated at 
length. All of these preserve local control, yet are 
consistent with the provision of a nondiscriminatory 
education. 

To be sure, it is up to the State under the lower 
Court's decision to determine whether education shall 
be financed or controlled locally or on a statewide basis. 
However, as Amici have pointed out above, school dis- 
tricts are now and always have been mere instrumental- 
ities of the State. Since any State could choose at pres- 
ent to finance education on a statewide basis and since 
the lower court decision does not oblige a State to fi- 
nance education in any particular maimer, it is difficult 
for Amici to understand why any decisions which 
States might make in the future to finance education 
on a statewide basis can be considered to be a reduction 
of local autonomy compelled by the decision in this 
cnse. 

In any event. State decisions as to school finance 
systems do not go to the heart of local control. As this 
Court has recognized, local control of the public schools 
has numerous advantages in that it allows those who 
best know how the schools are operating to determine 
those aspects of the operation of the schools vyhich 
can and should vary according to local conditions. 
Wright v. Council of the City of Emporia, 92 S. Ot. 
2196, 2206 (1972). Amici do not disagree with this 
premise. However, even If a State should elect to finance 
education on a statewide basis, that would not affect lo- 
cal control over such things as * ' curricular decisions, the 
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stn:cture of grade levels, [and] the planning of extra- 
curricular activities. , , See M at 2211 (dissenting 
opinion of Mr, Chief Justice Burger), Nor would full 
State funding of education affect local decision-mak- 
ing power over personnel decisions, administration of ' 
the schools, or the allocation of the district's revenue 
among different educational objectives. In sum, even a 
State takeover of educational finance need not reduce lo- 
cal cont>x>l over the public schools. 

As Amici have shown above, Texas' current system 
of school finance does not promote local control of pub- 
lic education and, furthermore, is neither rational nor 
workable. In fact, the current system, by depriving 
poor school districts of the funds to pursue programs 
readily available to the rich districts, precludes the 
poor districts from enjoying the benefits of meaning- 
ful local control. On the other hand, the rule adopted 
by the court below is not only educationally sound and 
rationally based, but allows both the rich a^ ' poor 
districts the benefits of local control. It is evident, 
therefore, that Appellants' arguments that the State 
is pursuing the valid interest of promoting local con- 
trol in maintaining its discriminatory finance system 
are entirely devoid of merit. 

Accordingly, the State has no interest— compelling 
or otherwise — to justify providing educational oppor- 
tunities in a discrimmator;^ manner based upon dis- 
trict wealth. In view of the educational interests and 
the nature of the discrimination involved, under the 
established constitutional principles discussed earlier 
this Court must conclude that the Texas school financ- 
ing system is violative of the Equal Protection Clause 
of the Fourteenth Amendment to the United States 
Constitution, 
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V. APPELLANTS' CONTENTIONS AS TO THE CATASTROPHIC 
EFFECTS OF AN AFFIRMANCE OF THE LOWER 
COURT DECISION ARE WITHOUT MERIT 

The foregoing analysis has demonstrated that the 
Texas school finance system is, as the lower court held 
it to be, imconstitutional. Appellants and the iVmici 
supporting their position, however, seek to a\oid the 
impact of the constitutional requirements by assertions 
that an affirmance of the lower court decision would 
have catastrophic efifects on State public education. 
Amici are in a particularly good position, as State 
Governors active in the area of school finance reform, 
to evaluate the accuracy of these predictions and have 
no hesitation in stating to this Court that such predic- 
tions are without merit. Appellants, and their sup- 
porters, make the following arguments, which Amici 
will discuss seriatim: 

1. Appellants maintain that nondiscrimination would 
require a tremendous increase in educational expendi- 
tures. App. Br. 39-40; Brief Amicus Curiae of Mont- 
gomery County et al. 99-102 [hereinafter cited as 
Montgomery County Brief] This is not so. While it 
is true that if a State chooses to equalize all schools at 
the level of spending now enjoyed only by the wealth- 
iest districts there would be an increase in cdiicational 
outlays— although not a tremendous one— a State is 
free to choose the level of equalization to insure that 
there is little cost increase. The President's Commis- 
sion on School Finance has recently completed a study 
of this subject which included a thorough analytical 
treatment of the cost factors involved. 



*" Inconsistently, certain Amici also argue that the decision below 
will result in less funds being spent on education with resultiup 

enforced mediocrity" for the public schools. Montgomery County 
Brief 48-54. There is no justification in the record, or otherwise, 
for such a contention. 
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According to the President's Connnission, Texas, 
which currently spends over $1,5 billion annually on 
its schools, would increase costs no more than $40 mil- 
lion by converting to equalized schools if it chose to 
equalize payments at the 50th percentile,** This 
amounts to an increase of around 2,6% — ^less than that 
required annually from inflation alone. Nationwide 
the figures are similar. Thus, in the United States, 
which spends $45 billion annually on education,*^ the 
additional costs involved in equalizing at a 50th per- 
centile level amount to $1,3 billion, an increase in outlay 
of less than 6%. Of course, if States choose to equalize 
at higher levels — that is, in Appellants' terms, decide to 
make high quality education available for all— the 
costs will increase. But even so, the increases required 
are not prohibitive. Thus, if Texas chooses to equalize 
at the 70th percentile, its increase in costs would be 
$92 million (6,1%) and at the 90th percentile that in- 
crease would be $263 million (17,5%), Similarly, na- 
tionwide, the cost if all States choose to equalize at the 
70th percentile would increase by $2,5 billion (6%) and 
at the 90th percentile by $6 bilUon (15%)/^ 

While Amici do not submit that these are necessarily 
small figures, they do show that the order of magni^.ude 
of expenditures necessary to equalize OMt schools even 
at the level of the very best is not overwhelming and 
that to maintain a school system in which the overall 
quality is higher than the average now but which does 
not discriminate against poor districts need cost al- 
most nothing more than we are presently paying, 

2 Staff Report, President's Commissioi on School Finance Re- 
fomr, Review of Existing State School Finance Programs 15 (1972) 
[hereinafter cited as Staff Report]. 

^President's Commission 11, 

« Staff Report 15, 
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2. Appellants also contend that an equalized educa- 
tional finance system would not reflect local variations 
in such things as the cost of educational facilities, the 
needs of disadvantaged or exceptional students for 
special facilities, the local tax burden for services other 
than education, and the like. In this connection. Ap- 
pellants are particularly solicitous for the situation 
of the cities which. Appellants claim, will actuaUy 
lose educational revenues imder an equalized system. 

Concededly, under the standard adopted by the court 
below, it is possible that a State could choose to adopt 
a system of public school finance that did not give 
weight to any of the above-specified variables. How- 
ever, Amici, as Governors familiar with and active in 
the areas of school finance reform, believe that while 
such a result is conceivable, it is much more likely that 
any school financing system enacted to comply with 
the standard adopted by the court below will embody 
the type of sophisticated attempt to rationalize edu- 
cational financing exemplified by the proposed Cali- 
fornia statute reproduced as Appendix B to the Brief 
Amicus Curiae of Richard M. Clowes, et al. In any 
event, the present Texas system takes into account none 
of the factors listed by Appellants, and it is difficult to 
see what legitimate State interest is furthered by per- 
petuating a demonstrably irrational system of school 
financing on the ground that its replacement, while of 
necessity a significant improvement, might not be ideal 
from some points of view. 

3. Appellants also raise the spectre of a mass flight 
from the public schools by the children of those who 
already object to having their children attend school 
with blacks and other members of minority groups. 
(App. Br. 46-47; Montgomery County Brief 51). Not 
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only is it singularly unattractive to propose that this 
Court trade off wealth discrimination in exchange for 
eliminating racial discrimination,^ but this contention 
is factually erroneous. 

First, perpetuating discrimination against the poor 
in educational financing will hardly promote the use of 
the public schools to achieve "a society that is not di- 
vided by artificial barriers of race or class or wealth/^ 
(App. Br. 47). On the contrary, it is precisely the e:: 
istence of school districts in which high property vi 1- 
ues, low tax rates and ample funding for public educa- 
tion coincide that is the principal cause of the creation 
of residential enclaves from which the black and the 
poor are excluded. Second, as the attempts to avoid 
desegregation have shown, the fact that persons who 
place their children in private schools are still taxed 
to support public schools operates as a substantial de- 
terrent to **flight away from the public school'' by 
all but the richest. 

In closing this section of their Brief, Amici would 
re-emphasize that the constitutional standard adopted 
by the court below — correct! 7 in our view — does nothing 
more than require the Sta oe to stop using a system 
which discriminates against the children residing in 
poor districts. It does not require that the State util- 



This Court has heard similar arguments before. In Monroe v. 
Board of Commissioners, 391 U.S. 450 (1968), the defendant school 
district attempted to justify its operation of a free transfer i^tem 
whicl resulted in the maintenance of segregated schools. This 
Court stated that: 

We are frankly told that without the transfer option it is 
apprehended that white students will flee the school system 
altogether. But it should go without saying that the vitality of 
these constitutional principles cannot be allowed to yield sim- 
ply because of disagreement with them. Id. at 459. 
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ize any particular means of financing. Rather, it sets 
forth the basic constitutional standard and quite prop- 
erly leaves it to the State to make the policy decisions 
as to which of the many possible methods of school fi- 
nancing it will adopt. 

Consistent with the decision of the lower court, 
there are many financing arrangements the State 
could adopt. The basic structures of some of these var- 
iations include : 

1. A uniform formula, whereby the State grants 
each district the same amount per pupil ; 

2. "Power equalizing," whereby the State assures 
that each district receives equal funds for equal 
local tax effort; 

3. Variation by cost of services, whereby the State 
pays more to those districts (generally urban 
ones) where costs are higher ; 

4. Combination formulae, whereby the State pays 
cither a uniform amount under formula 1 or 
variable amounts imder formula 3 and allows 
the districts additional leeway to spend more, 
for example, under formula 2. 

Tlw four types of formulae mentioned above are merely 
a few of those available. There are, in addition, many 
■other factors that the State could consider in a\Jbpting 
a particular financing program. These include varia- 
tions in educational need (such as programs for the 
handioapped), educational innovation and experimen- 
tation, and municipal overburden (that is, since urban 
areas are harder pressed to provide all the necessary 
municipal services than are rural areas, the urban areas 
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may require additional aid). None of the formulae 
suggested above, nor the variations thereon, are of 
great administrative diflficulty and any of them oould, 
based upon a Staters policy decision as to how best to 
spend the funds avaDable to it, form the basis of an ade- 
quate and constitutional school financing system. 

CONCLUSION 

The principal interest of Amici in filing this brief 
is to insure that this Court in the present case does not, 
in effect, endorse the existing defects in the financing 
of public education in the various States, including 
those governed by Amici. Amici believe, and the court 
below recognized, that the discrimination against poor 
children which results from such a system of school 
financing is in violation of the Equal Protection Clause 
of the Foiuieenith Amendment to the United States 
Constitution and must be eliminated. Each Amicus 
herein is presently engaged in drafting and seeking 
the passage of legislation which would eliminate this 
discrimination against poor children. While consti- 
tutional law obviously cannot be made for the purpose 
of supporting legislative reform efforts, it is equally 
true that constitutional law should not thwart such 
efforts, particularly where, as in the present area of 
school financing, the absence of legislative reform is 
attributable to the entrenched political power of per- 
sons who most benefit from the inequalities of the status 
quo. As Amici have pointed out elsewhere in this Brief, 
the standard applied by the lower court allows many 
possible school financing systems, the detaDs of which 
are properly to be filled in by the State according to 
its policy determinations. For the foregoing reasons. 
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Amici believe that the decision of the court below is 
correct and should be affirmed by this Oourt 
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In The 



^npttntt Cottri of Oft Uttft^d ^iai^a 

October Term, 1972 



No. 71-1332 



San Antonio Independent School District, et ai,^ 
AppeUantSy 

V. 

Demetrio p. Rodriguez, et al,. Appellees, 



On Appeal 

from the u.s. district court for the western district of texas 
BRIEF OF AMICI CURIAE IN SUPPORT OF APPELLANTS 
Interests of Amici Curiae 

Amici Curiae are representatives of State governments or political 
subdivisions in 30 States. Each such subdivision, like all American 
subdivisions, possesses systems of school financing inconsistent with 
the SerranO'Rodriffuez doctrine. Each such subdivision, like all Amer- 
ican subdivisions, has traditionally confided responsibility for the 
raising and allocation of public funds to its elected legislature. In 
consequence of the magnitude of the sums necessary to alter the 
system of school financing of each State and subdivision to conform 
to the Rodriguez doctrine^ each of the undersigned States and sub- 
divisions would sufler severe financial stringency and interference 
with its ordinar}^ budget-making process and the democratic alloca- 
tion of public resources within its borders. 

The undersigned subdivisions have a common interest in resisting 
the imposition upon their fiscal choices in regard to taxing, spending, 
or the relation between them of the doctrine of judicial "strict scru- 
tiny" which would be imposed upon educational and other spending 
decisions by plaintifls and by the Court below. Each and all of the 
undersigned subdivisions rather favors the application to State taxing 
and spending decisions of those canons of restraint which have tra- 
ditionally immunized such determinations. State and Federal, from 
intensive judicial review. They believe required application of the 

i'^^ (371) 
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1., That "there need be no relation between the class of tax- 
^rZr-.^n'^ ''"'''.°r'« the appropriation" (^m 5//?aS 
^Z ili^SZr* ^''A^^' ^-S- ^^-^ (1938)); "i^flhe^S 
Sui l s„,t«Fn « K the pur,,ose si)ecified be one which 

iut o ihTZJJ^^^A'^''T\. ""•'^'•''t^ a:,,,ropriation made 
bv beii^ h^onn//"'?f ''^i^' treasurer, neither is made invalid 

2. That the approi)riate standard by ivhich State tax iesislation 

nostis the ott^S?".' fh"?V'" «ther fields, legislatures 

if a Ioyi«h,?» nr* freedom ,n classification. Since the members 
?hlh]ht?nnrr''''^ ""J^^? ^ familiarity with local conditions 
can be ovpr^L '^^T K^^^u ' P^-^S"™ constitutionality 
d^sfficaHonT "^{'""t demonstration that a 

DanSr ne,^or«^"^'*'^,^^^^ discrimination against 

h J wLL^ ''"'^ is on the one attacking 

the legislative arrangement, to negative every conceivable bas^i 
which might support it." 309 U.S. at 88 (1940)- 
DrLImfnJf f^??'-"**' standard for assessingState ex,,enditure 
fW«^.. .i^r'""'"? ^'st'"'^*'""^ peculiarly reached by 

Constit, tiof^i! ""^ proposition that "the 

^onst tution does not empower this court to second guess State 
officials charged with the difficult responsibility of^ allocatine 
iSnfs^'t'^r'^"':? Irt '^"^"^ the'myriad of potentK 
584 S-f nqiql H^r'"'^ ^""n'"? ^'^^"f 301 U.S. 548, 

; ' • -Oam, 301 U.S. 619, 644 (1939) • 

4. lhat in a Federal Nation with strong traditions of local 
goyeminent whose constitution recognizes rights Si ,Se?tv the 
existence Oi differences in the average wealth o? Kticaf 'sib! 
divisions does not constitute in itself State action aitivating any 
standard o constitutional review: "the use of taxes in the ?fun"J 
where the tax property is located does not, of itself constitute ai 
1?J±- ' ^'rj:™in^tion or unreasonable ckssificS ion" ^^^^^^^^ 

409 11 .2d 665 (10th Cir., 1969 . Since States "have the attributes 
of sovereign powers in deviling their fiscal svstems to ensure 
revenue and foster their local interests" {AUied EorZj OhS^J^ 

rJrZl' (1959)), constitutional guianteS 

reach only action by the State and not "the inaction Tmplicit in 

- cLvmvV^S U S STf^f " '«gi«'^tion." Adickes Kless and 
i^ompany, 398 U.b. 144, 167, note 39 (1970).. 

The present case, more than any other case before the Court in the 

nnri <• I -1^^ ^^'^ 'p'^*^' .fejvemmpnts and indew to the power of the 
l)ursc of legislatures that is the enduring and perhai s tl^e most im 

Cr^' '''''''' ^'^"^ «^ Aifglo-Aj;Sn cSsUtuti^ 

Since the brief of Texas treats fully the questions surrounding the 
applicable standard of review, the i^esent\nemoran;hrwin l.m! 
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marize the impact of the issues at stake in the present litigation upon 
the educational, social, revenue and expenditure policies of the signa- 
tory governments. 

Dangers k "Fundamental Interesx ' Holding 

If this court accepts plaintiffs' invitation to pronounce educational 
finance a ''fundamental interest" activating a strict standard of re- 
view, a wide range of other governmental progams, each of which can 
be plausibly represented as involving fundamental interests, will be 
open to attack. The emotional arguments surrounding the distribu- 
tion of niedical care, for example, are at least as compelling as those 
surrounding education (1). Principles invoked with respect to ele- 
mentary and secondar}^ education can readily be extended to higher 
education in a society in which it it regarded as ever more essential (2). 
The application of tne principles contended for here to sewerage and 

f>ublic nealth funds, police funds, funds for transportation, aad 
ibrary funds can be readily envisaged. 

Judicial intervention in this sphere will almost certainly be pro- 
ductive of the "generation of litigation" phenomenon similar to that 
following the Brown desegregation decision, but without a foreseeable 
end. Thus former Commissioner Howe has noted; 

There would be a long period of adjustment and difficulty. 
Seventeen years have passed since the Supreme Court handed 
down the Brown decision, and the schools are still in the 
process of desegregation. 
(Howe, op. cit. p. 38, infra.) 

The backbiting that has already taken place among the proponents 
of judicial intervention is sufficient to indicate the Pandora's box that 
will be opened if the courts arepermitted to venture into this sphere. 

Thus, the work, by Coons, Clune, and Sugarman, (3) the most im- 
portant influence on the California decision, is filled with scornful 
references to the complaint in Mclnnis v. Shapiro with its demand for 
compensatory relief and is also filled with scornful references to the 
earlier work by Wise, "Rich Schools, Poor Schools," with its explicit 
demand for something closely approaching total state assumption of 
costs or equality in actual expenditure among districts. The Messrs. 
Coons, Clune, and Sugarman profess to prefer a system under which 
the State would act to provide each district vnth equal taxing re- 
sources but in which the level of educational spending within each 
district would in part be a function of the willingness of district voters 
to tax themselves. Under this regime the education received by each 
child would, it is said, continue to be a function of the political senti- 
ments of his neighbors, though not necessarily of his own sentiments 
or those of his parents. It is easj^ to envisage the welter of law suits 
which will ensue if this Coons thesis is accepted — suits, for example, 
by Protestant school children aggrieved at the I'^w level of public 
school taxation in predominantly Catholic cities, etc. The long term 
viability of the limitations proposed by Coons, Clune, and Sugarman 
upon a doctrine of absolute equality would indeed be in doubt. In- 
deed, Mr. Wise, repaying the "compliments" directed at him by 
Coons, Clune, aud Sugarman, has pointed out that the California 



Footnotes on p. 436. 
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?Wuj°"r?r^?v clearly adopt the Coons-Clune-Sugarman rule., 
p 78 ) ^<^'fomia Doctrine, Saturday Review, Nov.. 20, 1971, 

.roTIfw r"'^" ^'?°"'' u"^' and Sugarman would leave some nominal 
\^mJTlu '^y \ merely equalizing district taxing resources, 
wn^; . "/^""u"'"^ resources and taxing rates. He 

baspH on UHn'° J*""' ^Veyer, as to prohibit the use of distinctions 
KnfL^^ S' lf ^'■^''^fT^*'^' allocation of educational funds. 

Professor Michelman of Harvard likewise is an enemy of the Coons 
approach (.ee Micheliran, On Protecting the Poor Through <Ae Vo«r- 
teenOi Amendment, 83 Harv. Law Rev., 7 at 54-59 (1970)). Allegmg 
that the Coons approach could result in inequities wKile an approach 
v«rSr'^"^^T"'''^"'""'^°'"?^°"'^''^t'«'^ program with some local 
variations upward presents problems of justiciability, he, as noted 
goes on to favor ' insistence on chamielling all the State's educat?ona 
Yp^f ^?ntr '"'"'""'^ P°°''' Harvard Law Review at 580 

procla?msr commentator. Professor Kirp, not to be outdon«. 

Stressing the effectiveness of equal educational opportunity 
s however suggest that the school is obliged to exert its 
t;';^rgies m overcoming initial difTerences that stem from 
variations m background, in home life (or lao.v of home life) 
ani community * • ♦ Focusing on efTective equali-/ .-..a— 
an equal chance for equal achievement— stresse? the obli- 
gation of the state to make a greater financial efTrrt in those 
school districts whose needs are greater because dieir school 
children are less well prepared for school. Tlie totate has a .-on- 
stitu tional obligation to develop schools which will compensate 
TrS *^P°'''b'e for mequalit.c3 o; prior training and back- 
grojnd., Ihe cost of such an effort, seriously undertaken, will 
be immense ; thr- result will be well worth the cost. 

V!^ Schools ar-d Equal Protection, in Har- 

a%9) at?56°'l89?^'''^'^' ^^""^ ^""''^^'^'^ OppoHunUy 

y,«iff?Ii?^'"? ^^t""^^ 'l°''^no*l ^ this involves, Professor Kirp 

helpfully aotes (footnote 122 of his article) : 

The Passe w Report estimated the cost o.' cjmpensatorv 
education at "throe or four timss the cost of meeting the 
educational needs of the child whose home environment has 
already done a good portion of the job even before the child 
enters school 

(Passow, Washington D. C. Public Schools, p. 25S.) 
r.Jl°!^^^°^ ^""P ''"^^ however provide one helpful suggestion. He 

HO ccS • 

The magnitude of the necessary effort may s.iem to some to 
represent an oyerrehance on schooling as a tool lor social ame- 
lioration. While a court will not be able to choose among alter- 
native social policies, (better schools or better housing or mor? 
jobs, etc./ It may, by denying plaintiff's claim, passively ex- 
press Its reluctance to order a maj .r reafijubtment of fiscal 
and social pnonties. 
(At 169 n. 122.) 



375 

Lest it be thougiit that Professor Kirp's position h an extreme one, 
it should be noted that he too is outdone by Profefc:.or Samuel Bowles 
of Harvard. Professor Bowles sets forth the ideal of "equality of ed- 
ucation opportunity in terms of the economic results of education 
(Bowles, T&wardH Equality of Educatiorud Opportunity in Harvard 
Review, Equal Educational Opportunity (1969 1 at 124), Professor 
Bowles goes on to urge; 

The allocation of unequal amounts of resources for ed- 
ucating Negro as compared to White children and poor as 
compared to rich children. 
(At 115). 

It is clear that there are as many vetaions of what the Constitution 
requires as there are profess^ of law and education, and that the 
courts, if they admit a significant judicial role in this sphere, will be 
subjecting themselves to a barrage of conflicting law suits by ex- 
ponents of conflicting theories. (4) 

Counsel coordinatmg the Serrano litigation has made clear that the 
decisions are deemed of value not for the actual results obtamed, 
wWch may indeed be counterproductive in terms of the needs of urban 
districts ("Unless we are careful, we can be locked into a fornuila we 
don't like for over a decade" (Myers, Second Thmgkts or the Serrano 
Case, aty Magazine, rol 5, No. 6 p. 41 (Winter 1971) quoting Mrs. 
Sarah Carey, assistant director of the Lawyers' Committee)), but 
rather for their holdmgs that education is a fundamental mterest. 
Mrs. Carey has noted: 

And then finally— and this is an issue the press has ignored 
totally — if '''f^i4^ati(m is a fundamental interest, as the Serrano 
court declw . H to be, what flows from that? 

In the criinmal area, where the right to an adequate de- 
fense, has been declared a fundamental right, the supreme 
Court has held that the State has to put the defendant m a 

Eosition where he can actually fully exercise that rikht. Ihis 
as been translated to mean if he is poor he must be furnished 
defense counsel; his trial transcript must be pivid for; and 
he must be ^ven other support to put him in an equal 
position with more well-to-do citizens. 

(Senator Mondale) As I understand Dr. Coons' inte**- 
pretation of the Serrano case, the court speafically was not 
asked to deal with the question of what he calls "fiscal 
equity." So in no way does that deal with the need (question. 
But there have been two cases, in Vir^nnl.. and Illinois which 
sought to deal with the fairness principle, the need principle 
nnd both were lost. 

(Mrs. Carey) I am gettinp at it from a different way. 
The Serrano decision did declare education to be a funda- 
mental interest, and it said, as a result of that, we have to 
do certain things with the way we spend money for educa- 
tion, but there are a whole lot of things in dijfferent directions 
that flow from the finding of fundamental interest. 

In other la^vsiiits which raise the point directly— which 
'his case didn't — it may well be that you will find fundamental 

Footnot'**' on p. 436. 
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interest interpreted as requiring whatever kinds of supnort a stu- 
dent needs to exercise that interest, the same wav a criminal 
defendant may need counsel. The student mav'need trans- 
portation, he may need luuclies, or special instructional aids. 

(Senator Mondale) I understood Dr. Coons to sav he hopes 
no one will bring a lawsuit of that kind now. 

Did 1 understand you correctly' 

(Dr. Coons^ Yes sir. 

(Mrs. Carey) Dr. Coons does not want to have Serrano 
foiled up on Its way to the Supreme Court. 

• 1^™*.*°'' Mondale) That is going to be quite a conference 
in October. 

(Mrs. C&rey) Ultimately, 5 or 10 years doum the road, there 
wtu be ca^es that flow from the fundamental interest interpretation 
just as there hav been in the voting rights and criminal defense 
aieuS. 

^^on*i!*^®'®°* Committee on Equal Educational Opportunity, 
90th Congress, 2d Session. Hearings at p. 6868 (herein- 
added)')** Mondale Committee Hearings) (emphasis 

•„ IV'^ evident that admitting a judicial role ir this sphere will result 
in the crippling of essential governmental programs by a welter of 
conflicting legal commands. The existing system of multilevel grants 

wi,*l, /iP ^'^vl °{ -'^^ *^P«^** ^^^^^ effective budgeting difficult. 
When these difficulties are compounded by a number of conflicting 
decrees by Stat* and ^jderal courts, hasty and emotional legislative 
responses, and all the other predictable consequences of the course 
being urged upon the court, it is by no means clear that the intended 
benchcianes of the new rules will in fact benefit from them, or will 
beneht from them more rapidly than they would benefit from a 
process of public persuasion directed at the legislature. The recent 
experience in connection with welfare litigation in California, with 
Us barrage of conflicting Federal and State injunctions, special 
sessions of the legislature, fund shortages and e.\ecutlve cutbacks 
may supply a ymd illustration of what is in store for our educational 
system under the regime urged upon the Court here. The consequences 
lor school bond issues are also notorious. As noted by the court in 
Spano I Board of Education, 328 N. Y.S.2d 229 (Sup. Ct., Westchester 
County, January 17, 1972): 

Many contemplated school construction projects it was 
ur'^ed are m jeopardy as a result of the refusal of municipal 
bonding attorneys to render the necessary certification as to 
no i)ending litigation which would impair the validity of the 
bond issue . . ... Unless and until the United States Supreme 
Court reverses or modifies Mclnnis and Burruss, I see no 
legal virtue championed or laudable judicial purpose served 
by placmg the sword of Damocles over school bond financing 
in this State for the next several years. 

Furthermore, there is no stopping place in plaintiffs' egalitarian logic 
which will be consistent with the survival of the right to private educa- 
tion. Indeed, as even commentators sympathetic to their cause have 
indicated, there is little stopping place in the logic as d' tinct from 
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Plaintiffs' intentions short of compulsory State operat^jsd boarding 
schools. (See Kirp, The Poor, The Schools and Equal Protection, in 
Harvard Educational Review, Equal Educational Opportunity (1969), 
at 155-56.) The principle that education should not oe u function of 
parental wealth, articulated by the Rodriguez decision and in the very 
title of the Coons, Clune, and Sugarman book, is a politically debatable 
one on numerous grounds. It appears flatly inconsistent with the thrust 
of Pierce v. Society ojf Sisters. It would constitute constitutional com- 
pulsion of an ''oreanic relationship of the citizen to the State" within 
the meaning of elustice Holmes' dissenting opinion in Lochner v. New 
York., But the maxim that "the child is not the creature of the State" 
evokes little sympathy from plaintiffs and their allies, some of whom 
have already- declared their purpose to utilize the Serrano principle as a 
springboard further to constnct schools and the right to private 
education: Thus Dr. Coons:; 

(Senator Mondale) In the absence of some kind of adjust- 
ment in the rich district, would you not actually be encourag- 
■ ing private schools for the rich? Would they not say, "Well, 
we are in this trap where we can raise a lot of money to be 
sent elsewhere or we can put downward pressure on revenue 
for our local schools and simply spread all of our money on 
private schools for our children," Smce all the capital costs of 
constructing private schools is deductible from the taxes 
anyway, it is sort of publicly supported . . 

(Dr. Coons) May 1 answer that other question which you 
had about the rich district ana its disincentives? It is an 
important question. * * * 

I think the amount that would already be taken out in 
personal income and other statewide taxes for the general 
support of education would be enough so that most people 
\vould not be able to afford both the support of public educa- 
tion and private education. At least there would not be a 
sufficient number of such people that there would be any but 
a fringe of districts in which the demography would be such 
that there would be so many very rich people that they would 
opt out of public education altogether. J^rulf of course, it is up 
to the State as to whether they can do that. The State, after all, 
would set some land of adequate minimum which every child 
should have available in public education. A district could 
simply drop out, as it were; it would have to stay in the sys- 
tem. Being in and paying for that system, people are going to 
use it — they are going to have to carry tne Du»'den of that 
local system, and so, there is a powerful incentive to stay in 
it and make it all work as a puoUc system. 

Was I responsive? 

(Senator Mondale) Yes. 

(Mondale Committee Hearings, pp. 6883-84) (emphasis 
added). 

Mrs. Carey, the assistant director of the Lawyers' Committee 
sponsoring tms litigation, went even further in outlining the possible 
attack on private schools: 

(Mrs. Carey) On the private school issue, that is one that 
everyone kicks around. As a factual matter, I am not sure 
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there s any difference right now between the Scarsdale school 
system and Scarsdale with a private school system. It is just 
the admission practices that are sUghtly different. At present, 
It 18 a question of buymg a house rather than getting into a 
school So, I am not sure that will change thmes from the 
way they are at present. & e 

Another thing to consider is whether, if private schools are 
actually set up as nonprofit corporations and so on, whether 
th3re would not be grounds for attacking them. There is a 
case, a Lawyers' Committee case in Mississippi, Qreen v. 
Kennedy, where white parents tried to set up a school a 
private school, for the purpose of avoiding integration, and 
the court knocked down their tax exemption on the ground 
that It was a deliberate evasion of the constitutional mandate 

Now, if the Constitution declares education to be jundd- 
mental interest, it might be that ymi could attack private schools 
on that ground. 

(Senator Mondale) The key to the Orem case was deliber- 
^JJ^segregation, white flight, designed to escape the court 

(Mrs. Carey) That is right. 

(Senator Mondale) You mijht say there is a similar con- 
8tituti(mU principle, ami. th u no one can escape the pMic 
schools. Maybe that wiU be tiu '.aw. 

Go ahead. 

(Mrs. Carey) That is roughly what I wanted to say. 
(Mondale Committee Hearings, p. 6884.) (Emphasis added.) 
What plaintMfs seek to have the judiciary set aside is the operation 
in the sphere of education of the svstem of allocation of resources that 
m greater measure or less determines the distribution of every other 
commodity— this m a Nation whose constitution including the Four- 
teenth Amendment to it, expressly recognizes and protects private 
property Absent constitutional mandate, the assurance of atfequate 
housmg and the definition of landlord-tenant relationships is a legisla- 
tive not a judicial func ^on. Nor should we forget that the Constitution 
expressly protects ag mst confiscation of private property or the 
lo7oT-^-l!^''^(''?™:2 ^'^'^^y Normet, 405 U.S. 56, 74 (Feb. 22, 
1972)). ,he plamtiffs tot :.ly fail to respond to the problem created for 
them by the coatinuing survival of the "State action" doctrine (see 
Emns V AbMy,Z9% U.S. 435 (1970) ; Adickes v. Kress and Company, 
398 U S. 144, 167 note 39 (1970)). The State is not constitutionally 
pb igate .. to eliminate the effects of differences in private means of 
individuals, let a ore differences in average private means of the sub- 
(imsions in w-hich individuals reside. These propositions would seem 
f^K JI I**!! "1 the constRutional wonderiand 

mhabited by plamtiffs As Dr. Harley Lutz, Professor of Public 
iiinance nt Prmceton, has rocently \vritten: 

It comes as quiti- a shock to be told that the property tax 
workhorse of the tax system, is unconstituional after so many 
years of rehable service. One can't help being suspicious of 
the circi nstances— all the court decisions, in several S*ates, 
have 11' . od only school financing. The "rich" and "poor" 
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municipal units must levy different rates of property tax 
for the support of all other locul functions, but apparentl}^ 
the dispanties of tax rates for these purposes are still con- 
stitutional ; moreover, every State provides more or less State 
aid to local schools. Without consideration of this fact, 
complaint about differences in property values and tax bur- 
dens is overdone. * * * Motixer Nature is primaril}' re- 
sponsible for the differences in real property values, and the 
contrivances of men have been aimed at manipulating 
municipal bomidaries for maximum advantages. Topogiaphy, 
location and other natural features result in value differ- 
ences that cannot be eliminated., A given millage levv will 
obviously produce more revenue for a governmental unit 
that contams high value property than it will for a miit that 
contains low viQue property. It would be as reasonable to 
hold that the Rocky Mountains are unconstitutional because 
they are not flat enough to plow as is to indict the prupert}' 
tax because a given rate of tax will not produce tne same 
revenue in every district. * * * We may not have to wait 
long before some court will decide that a low incom'- family 
is denied equal protection of the law because it can buy less 
than another family with more income. Inequality of per- 
sonal income would then be unconstitutional. 
(Lutz, Can the Property Tax Be Replacedt, Wall Street 
Journal, Feb. 9, 1972, p, 14.) 

There is no reason to believe that the Rodriguez principle can be 
readily confined to educational expenditures or readily enforced. 
Already defendants have been informed that one *Svealthy" (5) 
school district in a university community in a midwesteni State 
where a Rtdriguez suit has been filed has commeced guarding iteelf 
against an unfavorable decision by transferring various physical 
education, shop, and audiovisual activities from the school to the 
park board and library board. Of course, following transfei, they ms.y 
not be withm the scope of the compulsory education laws and hence 
arguably not withm the scope of Rodriguez^ notwithstanding that 
their noncompulsoiy character may mean that they wlil be availed of 
by fewer stuaents from poorer homes. It is more probable, however, 
that if Rodriguez is accepted, the courts will feel bound, as they 
properly have in the school segregation cases, to pursue methods of 
evasion and to proliferate the Rodriguez principle to the point at which 
a corps of suitors (6) (or marshals) will relentlessly root out from 
local property-tax-supported budgets all activities which raise the 
danger that someone might be educated hy them. Do the Federal 
courts really wish this role? Do they reganl it as consistent with the 
maintenance of local or private initiative in a free country? 

There is no reason to think that the itidiciary, and particularl}* the 
lower Federal and State jucUcipry, will possess any sigmficant com- 
l)etence in this sphere. Typically and regjrettabl}', constitutional cases 
raising im])ortant public issues are briefed on close schedules b}* 
lawj'crs heretofore possessing limitec! familiarity with the subject 
matter. This is not self-evidently the best mt .ns of making available 

Footnotes on p. 436. 
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rourts,I„ the en;Ut willTei in'motio^f w 1 Sd n 

gn en to Justice bchaefer's i-ecent warning: «i i 

It is true, I think that the style of legal argument ard 
iwrhaps even the tech iique of legal research have shifted in 
ffl f impression cannot be documented, but it 

mfir#\ T '""''^ r"?"* i" the past the lawyer's 
quest has become a search for quotable words which, regard- 
less of their mitiftl context, can be read in the abstract to 
bear upon the situation at hand. The pressure is thus toward 
a jurisprudence of words or plirases divorced from facts and 
eSt Uves° ^""^^^ "^"^ phrases with indejiend- 

^^197f)0 1^^^' 1559 

in Ti'vop'^fr"* constit'.tes a repudiation of methods of persuasion 

f (UsDuted ^ T'^^nr^" ^^'^'^^ sanction must rest 

T-ii I -'-^ ?",fPrce. No processes of consent gave rise to the 

Texas decision. The judgment of no legislative body or constitutTonal 
convention supports its result. If the cfecrees of courts rendrring such 

udgments are disj,uted, the courts will stand effectively alone Indeed 

SmS nubra: f"^"^^'-'' r*"^^ ^ background of vea^of almost 
pdSfiifnil l'ol>t>cal iP:ictivity bv the proponents of greater 

mos?&/'*nl'^^*'"" u^^^ ''"'".mns of the largest newspapers of 
Se last s^v^rTl ^'^'^"^hed in vain for any signiBcant effort 'during 
iresent rwsu^t!Tn°"'r V^'^i: •^^''"'"'^^ proponents of thi 

AhhouUlrfnivK /"'''u ''"i*''''' °^ Sre&ter equalization. 

The wollthlr-^ K^?-^-^ ^^'^ '"terests of taxpayers in 

the wealthier subdivisions is not aided by equalization, a most all 

Tsti effit r ?^ enlightined%elf-interest or wha 

bfsSm -.T w''''?^^^ ^ limitations upon self-interest imposed 
SoSZs a'Vll „nt • t^>e'^^*°"'*• be no equalization 

if XinHf^' f L;r ' V • P"blic schools at a" But the designers 

U ranTv otthP ''''^-^ 'objure public persuasio... Rather herl the 
illfof / -r- resorted to in order to carrv the day on the 

DE.STRUCT10N OF THE FiSCAL PoWERS OF AMERICAN LEGISLATURES 

wiS^ nSroif!"" ^'^r,^^ °^ totally at variance 

oi nion ai w»l? ""^^ including those cited in the McM 

ZSoi^trlf /If*' r ^'^^^J' Board of Ed^ation of Independent 
Tv.« »y I ' -'.f Muskogee v. Oklahoma., 409 F.2d 665 (10th Cir 1969) 

"^r'^ S'^" ^'^^^ «f taxL in the countv 

nN^io .s dS ''-"'r'*^ itself, constitute an 

T^<^ rSll^^ rh'^\^''v°'' ""'^^^"nable classification." The Muskogee 
St^ on StaS tlfn^"*^ Supreme Court cases relatin,? to constitutional 
limits on b tate tnvation. In AUied Stores of Ohio, Inc. v, Bmers, 358 
FootnotpH on p. 43C. 
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U.S. 522, 526 (1959), the Supreme Court, rejecting equal protection 
challenges to State taxing systems, observea that States **have the 
attributes of sovereign powers in devising their hscal systems to insure 
revenue and foster their local interests." The cases are legion which 
reject an}' suggestion that there is a constitutional requirement of 
correlation between taxes and benefits, a constitutional prohibition 
against regressive taxation (such as the property tax, the sales tax, 
the value-added tax, or the total impact of State anJ local taxation 
generally), or a constitutional prohibition against regressive benefit 
programs. (Public colleges, national parks, mortgage interest tax 
deductions, etc); yet an opposite postulate as to all three of these 
issues is at the root of plaintiffs' complaint here. 

The decided cases clearly indicate that there are ^urtualiy no 
constitutional limits on the distribution of State benefits by legisla- 
tion. Ill American Commuters Association v. Levitt, 279 F. Supp. 40, 47 
(S.D. N.Y. 1967), the court observed: 

With respect to the challenged statutes conferring benefits, 
plaintiffs claim these statutes are unconsitutional because 
there is no equivalence i)etween the taxes plaintiffs pay and 
the benefits they receive. This claim does not present a sub- 
stantial constitutional question warranting consideration by 
a three judge court. * * * The controlling question as 
stated by the Supreme C'^urt with respect to the constitu- 
tionality of a tax is whether the taxing authority hes given 
anything for which it can ask a return. {State of Wisconsin v. 
J. a Penney Company, 311 U.S. 435 (1940).) * * * Given 
the power to tax, the challenged statutes conferring benefits 
are not unconstitutional even ii, as plaintiffs allege, the bene- 
fits they receive are not equivalent to the taxes they pay. (Cf. 
Carmichael v. Southern Coal A Coke Company, 301 U.S. 495, 
521-25 (1937).) As the court stated in Morton Salt Co. v. Cty 
of Smith Hutchinson, 177 F.2d 889, 892 (loth Cir. 1949): 

When * * * (a) tax is levied upon all the property 
for public use, such as schools, the support of the poor, for 
police and fire protection, for health and sanitation, for 
water works a*id the like, the tax need not, and in fact 
seldom does, bear a just relationship to the benefits re- 
ceived. Thus, the property of a corporation may be taxed 
for the support of public scb ols, asylums, hospitals, and 
imiumeraDle public purposes, although it is impossible 
for it to derive an^ benefits other than privileges which 
come from living in an organized communiiy. 

The principles invoked b}' the district court were empha*Acally 
afiirmea bv the Court of Appeals in American Commuters Association v. 
LemU, 405' F. -2d 1148 (2d Cir. 1969). In that case Ihe Second Circuit 
made mention of the "special attention courts have alwaj^s shown to 
tax matters even when constitutional rights are in vol ed, e.g.. Nelson v. 



s\*stem, the lot of the State administrators wili not be a h appy one. 
For the sponsors of the plaintiffs' suit have alread}' made it clear 
that they, consider that its principles extend beyond barring "d scrimi- 
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nations" on the basis of district wealth and oixjrate to bar discrimina- 
tZ Z l"r„tZl'^f'"^'"^,?'™^^™« °" arbitra" S hat 

Tht"A£o^^j;rns°hL'';^^^^^^^^^^^^ ■^'^"•^■"^ ^^^^ ^^^^"^ 

^of^lIf'fK ^°"^f'*) So that if a school distric; found 

an ImitSnJ permitted it to generate 

ehiU^ln T .*^^^/!" ^""^ ta'^ effo'-t for school 

St if?L, K decision; 

the'iife o^f trir"^."'"^^ t»>at distributed 

ttit gold out of the Federal Treasury, does it apply? 

nrn^c ?" T .""^t?.^?- to me that the "due 

fpv.l f ^ o' the Fifth Amendment might require a 
wh f Tf.^onal'ty ?n Federal sjH^nding which^woul J make 
such a policy questionable. It would be a very intprestin^ 
constitutional problem." (8) ' interesting 

(Mondale Committee Hearings, p. 6848.) 

sol^onsKt' tT' ^'^r.' P"*'"' works programs on this theory, 
Snitat?on? on thT*-^ 'i'^*"!;^' '"t^' «'eneral.> underetood 
K thm it is noV«?,ffl'-^' /T*/""' ^''P'^'"^^ by plaintiffs. 

KLlatuTe rnnrr*'?K ^-^f^' ^f^^' ^" ^^^^t^^^ representative 
o be^nvit^ apportioned burdens and expenditures; the courts are 

invaUclar^plo •'^'"T'^'^''^''.*'"^ determinations and to 

E nf ^ regressive" taxes and expenditures and "unfair" relation- 
ships of tax and expenditure as they did in I{odrig>xez. 

inheres inTpff.f^Tff ^ unconstitutional unfairness 

innere." in t»ie fact that the residents of "rich" cistricts are taxed 1p«« 

SisS But"r ''"T'"'?*'' ^'^"u^fi^' th^iSenTof -W' 
no rTauirement " TP^'^'^ constitution imposes 

A^sSTbT Mr t- ^^^'^'Y^'P.*'^*^^^^^ ^^'^ ^'"'d^"- and benefits. 
tC)i'r^'c^-^::'Zv^'m^^ theSupreir.eO,urtin CamicW 

if tZ^^^'^ ^'^^ applicable doctrine. "But 

soSifiiH hi."^ ^I'^u""'*' ^1 and the purpose 

specified be one which would sustain a subsequent and 
^parate appropriation made out of the general funds of the 
Treasurer neither is made invalid bv Being bound to the 
ot.ier in the same act of legislation." (an4:innatiSMv Co v 

Nothing 18 more familiar m taxation than the imposition of a 
tax upon a class or unon individuals who enjoy no direct 

ti'lpd S& . •^i''';'''' taxpayer is constitutionally en- 
tu ed 18 that denyed froTi his enjoyment of the privileges of 

heXo^on "ST"*^ r '^l^' ^^tab-lished and saf^P&y 
to. 0. United States, 301 US. 308, ante, 112, 57 S Ct 764 
jupra). Any other view would preclude the levying of taxes 



Footnotes on p. 436. 
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except as they are used to compensate for the burden on 
those who pay them, and would involve the abandonment of 
the most fundamental principle of government — that it exists 
primarily to provide for the common good. A corporation can- 
not object to the use of the taxes which it pays for the mainte- 
nance of schools because it has no children {Thomas v. Gay, 
169 U.S. 264, 290, 42 L. ed. 740, 746, 18 S. Ct. 340). This 
Court has repudiated the suggestion, whenever made, that 
the Constitution requires the benefit" derived from the ex- 
penditure of public moneys to be apportioned to the burdens 
of the taxpayer, or that he can resist the payment of the tax 
becwse it is not expended for purposes which are peculiarly 
beneficial to him {Oincinnati Soap Co, v, Uniied Stafcs, supra; 
Carley A Hamilton r. Snook, mpra (281 U.S. 72, 74 L. ed. 
708, 50 S. Ct. 294, 68 A.L.R. lU) ;Na8hmUe, C. A SL L.R. 
Co. V. WaUace, 288 U.S. 249, 268, 77 L. ed. 730, 738, 53 S. Ct. 
345, 87 A.L.R. 1191. See Uniform RejrlgeraU^ Transit Co. v. 
Kentucky, 199 U.S. 194, 203, 50 L. ed. 160, 153, 26 S. Ct. 36, 
4 Ann. Gas. 493 (301 U.S. at 522, 523)). 
Justice Cardozo further pointed out, citing numerous illustrations. 

Cigarette and tobacco taxes are earmarked, in some star«s, 
for school funds and education purposes * * * Chain store 
taxes are sometimes earmarked for school funds * * * license , 
and pari-mutuel taxes in States authorizing horse racing are 
directed to fairs and agricultural purposes, to highway funds, 
and to an old ege pension fund in Washington * * * Unem- 

Eloyment reUet, though financed in most Stages by special 
ond issues, has in some instances been financed by gasolin 
taxes * * * Similarly, special taxing districts for the mainte- 
nance of roads or public improvements within the district have 
been sustained, without proof of the nature or amount of 
sp:'cial benefits. i 
(Citing cases 301 U.S. at 522-23 nn. 14, 15.) 
The havoc that will be wrought by the acceptance of the principles 
espoused by plaintiffs and the Serrano couH is quite clear. The effect 
of acceptance of their claim would be to project the judiciary into a 
"second guessing" of government fiscal determinations unparalled 
in our history. Vir^rually all existing spending programs, for education 
and otherwise, will be opened to attack. 

Thus, the Federal Impacted Aid Program mil be open to constitu- 
tional attack by the principle announced by plaintiffs, who reject the 
rational basis test presently used to sustain the program (see Okaloosa 
Co. School Board v. Richardson (N.D. Fla., Oct. 12, 1971)). (9) In- 
deed, the program is a major cause of the ''inequalities" betyeen 
school districts in many States. Dr. Coons himself has discussed the 
possibility of such an attack. "It seoms to me that the due process 
clause of the Fifth Amendment might require a level of rationaUty in 
Federal spending which would make such a policy questionable. I 
would be delighted to be involved in that law suit. ' (Mondale Com- 
mittee Hearings p. 6848) . ^ the Federal Title I Pro-am, which uses 
negative wealOi measures, may not be immune (see Coons, Clune, and 

Footnotes on p. 436. 



384 

Sugarman. A First Appraisal of Serrano, 2 Yale Review of Law and 
J^ocial Action 111, at 121 note 56 (1972)). 

Undesirable Effects on the Tax System 

One consequence of the Hodriguez rule may be to promote a 
shift away from property taxation toward other forms of taxation 
whether of a reffressive or progressive character. The propcrt\' tax 
IS an unfashionable tax, but the reasons for its unpopularitv are not 
necessanly to its discredit. "The property tax's high visibility is 
sometimes cited blu if it were an objectionable feature. But this is a 
curious argument. Taxes ought to be visible, not concealed * * * 
what's more, although some homeowners seem not to connect clearlv 
the i)roperty taxes they pay \nth the services those taxes finance, 
there is a much closer linkage between costs and benefits than at 
the State or federal level" (Cordtz, A Word lor the Property Tax. 
fortune. May 1972 pp. 105-06). f u y 

A shift away from the jjroporty tax would have other consequences. 
One of them would bo .o confer a windfall upon industries effectively 
exempt for one reason or another from corporate income taxation: 
One aspect of the local property tax, which is sometimes 
overlooked, is that it can, in effect, close up the loopholes 
in the Federal income tax laws. Consider coal. Coal royalties 
arc accorded both capital gains treatment and depletion 
allowances. As a result of those two loopholes they are 
taXCil on the Federal level at a very very minimal level. 
Fhus, the local property taxes is really the only tax in ex- 
istence Po\y which rX least has the potential for getting at 
the fantastic mineral wealth. 

(Moridalc Committee Hearings p. 6775, testimonv of 
Ralph Nader.) 

In addition, most economists are agreed that the imputed annual 
value of owner occupied land is at least conceptually income though 
not taxed ^s such under Federal and State income tax laws nor 
otherwue reached except by property taxation (see M^rsh, The 
Ji xa^jon of Imputed Irwmie, 58 Pol. Sci. Q. 514 (1943); ^ ckery, 
At'enda for Progressive T(Mtion, 18-26, 44-49 (1947); Simons, Per- 
soial Incor^.e Taxation, Ch. V (1938)). ''The British income tax and 
those of some other countries, include the rental value of owner- 
occupied homes in taxable income" (Surrey and Warren, Federal 
Income Taxation 129 (I960 edition)). 

Still other economists point out virtues of the property tax in 
promoting transferaHiity of land: 

Not only are the property tax's purported flaws exag- 
gerated, but its virtues are too often sli^ted. Properly 
ap])lied, it can help a free real estate markot function in a 
way that maximizes the benefits to society. Economists 
generally agree that low property taxes encourage speculat jrs 
to hold land off the market lor appreciation, since tne cost of 
holding thn land is insignificant compared with the potential 
gains. There is evidence that this has already hapi)ened in 
the United Stat<5s on an important scale. Between 1956 and 
1966 according to studies mado by Alan D. Manvel for the 



385 



National Commission on Ur)an Problems, land prices almost 
doubled— rising from $270 billion to $520 billion. The rate 
of increase \va«; almost seven times that of the wholesale 
commodit}' price index. Yet the rise in the value of land wajs 
caused almost entL^ly b}^ the growth in the economy 
(which increased the ciemand for an inelastic supply) and by 
society's investment in infrastructure and services. Realistic 
property taxation would compel the owners of undeveloped 
ana underdeveloped property to pay a fair share of the 
costs of services from which their lands derived additional 
value. Large scale reductions in property taxes on the other 
hand would merely strengthen the forces that already tend 
to inflate land prices. The fantastic price of land in many 
European countries, where property taxation is minimal, 
shows the potential danger" 
(Cordtz, supra at 106.) 

These virtues of the property tax are not to be lightly despised. 
Certainly the decisions as to the value and fairness or lack of it of 
the property tax are decisions properly committed to Stat« and local 
legislatures. Yet the present litigation constitutes a massive assault 
in)on the property tax as it presently exists in the United Stater>. 
The practical effect of adoption of the Rodriguez rule may be to 
require the States either to abandon the property tax for education 
or to provide for its state collection and assessment, an adminis- 
trative task of ^gantic proportions and one scarcely practicable in 
the near future m the many States which do not have State assess- 
ment agencies or State property taxes. The proponents of these suits 
do not deny these consequences, they acknowledge and seek to foster 
them: 

The decision does not invalidate the property tax, bat it 
requires that if that tax is to be retained, the distribution of 
the income generated by it must be reformed. This probably 
cannot be done unless the manner in which the tax is collected 
is also reformed. 

(Mondale Committee Hearings at p. 6867; testimony of Sarah 
Carey.) 

There is no reason why the property tax should be required be 
a State tax or why the taxing authority should be required in the 
absence of a State property tax to coordinat/e assessments by thousands 
rather then merely dozens of assessors. It is not surprising that the 
reaction of academic students of public finance to tne recent court 
cases has been something less hau enthusiastic. 

Moreover, in many States, shifts in the pattern of taxation away 
from property taxes will operate to the detriment of poorer families. 
Particularly is this so in those Slates which already have adopted 
high income taxe *.; such as Maryland, Wisconsin, and New York, to 
give three examples. By reason of the competitior for industry these 
States are effectively precluded from significantly further increasing 
their income taxes hi the absence of corresponding increasei by 
neighboring States. They will be driven either to resort to Stale 
property taxes or to resort c5tatc sales taxes which most economists 
agree are more regressive tha i the property tax. Some indication of 
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the choices which various States are likely to make if presented with 

at ^ 3074)8 an 1 ^ from examination of the tables 

Aff r. '*'* 317-18 m Johns (ed tor), "Economic Factors 

^ot^^YolZTfr^^ Education," ijationi'l Lducadonal FbaS 
wSconsin bvTloiiin Jk^ tables reveal that as of their dates, 
nisconsm, by adoptmg the normal 5 percent sa es tax rate and includ 

irk'^lsT^T ^l^'^^^'^^. ^ght derive an'iddSlTf Ss 
hZ ldZtinnn^f\.lTTL^^^^^^ ^^''^ State could gain nothing 
irom adoption of the high Oregon income tax rates since it alreadv 
has a Wgli income tax. I'he Sttte of New York would have Sd 
\, f";"™ including^SSsumer 8ef?kes 

S L tiT^S^ '"'''^ ""^'y $98 miUion from raisbTL b^ome 

[f.^ $e Oregon rates. The State of Maryland would KeaS 
$165 million from raising its sales tax rates to 5 perTem and i^cfuS 
TbcomeuTto'th' Ir-^rted onlv $5? mUuJn tmSf 

thes^SLS^^n^^ A^l^"'' ^'T-'^ *r P'"'^^*'^'^' exhaustion o! 

b which fhev ^Ttiri^'"' '1 ^f®'"^* ^ the direction 

m wnicn tney will turn if required to raise vast additional State qiiin<! 
for purpose of compliance w?th a Serran Sodri^ r^^ ^^''^ 

Ihis potential regressive effect, of course, is not confined to the 
(see M^o^^^^rn 'V^^^ proposals for value' added tStlbdt 
S 10T972 n and Money Do It?" New York Times, 

cJSld coiip I '• Pf^'^^^ *h'« is not clear: it 

Krltt ''<?nc^'T ^ ^••''^f ^^^^ "'^ P"*"" «ind the working class."; 
£ 24 n ^ 'f'^ ^'"""^y Balt??orfsun 

W W'n ' P- } ^' the name of a handful of persons badly 
hurt by property taxes-particularly older people who could easSy b^ 
helped m some other way- the President] fioltfs out forS year thi 
^Trcllfrom^H^^ I'^'* State propertV tax a ge^erXa St^^x " 
that eithe^^nn tKo*^^ authorities discus^J that there is no assurance 
that either on the tax side or the benefit side a shift to a formula 

cSrf n""*^ ^'^'^.^ ^" ^« °f h( nefit to poor taxp^ere orTheS 
the tt^it ™T J""^^'ctions, and perhaps in the Natlo? as a whole 
the result may be a shift to more regressive sales taxes in the place 
of the present re lance upon property taxation. Similarly, distribJtion 
of school expenditures on a fiasis which gives property-rich wJaT less 
money may m many Staces operate to the 4trfment"f pSS^s of 
unZr^^ who reside in disproportionate measure b jus surbuilt- 
n?„f.?^^'^'"'^u-f^''^- ^« assumption that shifts iway from Jhe 
property tax or shifts in expenditures away from property ricHreas 

StorsTnSor'n'^l^'' ^igo'-o"«iy diSd and 7h1 

writers on public finance have been quick to point out that: 

Any reduction in [property] tax rates would confer wino- 
lon/nf ownersfiip-and property owTiership is more 

concentrated than that of income. Who actually bears the 
burden of property taxation? Neither the theoretical anr'ySs 
HoL Au™?"^'*' evidence is as clear as we should like A 
«t«wL k** commercial, utility, industrial and housing 

in^r^n ^r"^.^ '^"^^^ ccnsuir.ers more or les! 

in proportion to spending. This part then has some of the 
regre^iye element which is often cited in condemning the 
tax. But despite frequent implied assertions to the contraiy 
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a part probably remains on suppliers of capital; this will bo 
more progressive than proportional (and not regressive). The 
Considerable portion which falls on land, tnuch of which was 
capitalized in the past, is hard to place in a meaningful 
sense — except to say that past and present land owners are 
generally "not poor". The distribution of this burden will be 
tlecidedly more progressive than regressive. In short, al- 
though families with "low" incomes or consumption do bear 
property tax, persons who own, directly and indirectly, 
''larp'e" amounts of property must carry bunlens which are 
"hec*/y". 

(G,^ Lowell Harriss [Professor of Economics at Columbia 
University]. Issves and Interpretations, 155 The Bap\ers 
Magazine No. 2 (1972).) 

Effective Compulsion of Full State Funding 

The Rodriguez decision at bottom is an effort to constitutionally 
impose a regime of full State funding of education upon the 49 Ameri- 
can States that have historically rejected such a system and upon the 
r*ate of Hawaii in which increasing dissatisfaction with its results has 
been manifested in recent years. It is true that for the moment 
proponents of the Rodriguez rule have urged that there are other 
methods of educational finance than full State funding, such as voucher 
systems and the Coons proposal of "power equalizing," which are 
consistent with the Rodriguez ru'^ (see, e.g.. Lawyers' Committee for 
Civil Rights, Valid Systems under Serrano v. Priest, Compact, vol. 6, 
no. 2 (April 1972) at 38). That these alleged alternatives to full State 
funding are 'good for this day and train only" emerges quite clearly 
however from the witings of proponents of the new ''movement". 
Thus, in describing the possible use of voucher plans, even the Lawyers' 
Committee suggests that "the system * * * be limited tc an experi- 
ment in two 01 three urban areas" or be likewise limited to "after 
school educational experiences — e.^., music or art lessons."(Mat 41). 
It requires onl}' a shght familianty with the general view of State 
education authorities with respect to voucher plans to realize that they 
are scarcely a likely result of court imposed adoption of a Rodriguez 
yule. Thus, for example, the National Educational Finance Project in 
its extended volume on "Alternative Programs for Financing Educa- 
tion" (National Education Fiiiancing Project No. 5) dismisses t'le 
possible use of voucher plans in one footnote: 

This so-called "voucher plan" was not considered because 
its constitutionality »s in doubt at this writing. Furthermore, 
if the law prohibited the redeeming of the vouchers by 
parochial schools and also by private schools which enrolled 
a lower percent of blacks than the percent of blacks enrollecl 
in public schools of the district in which the private school 
was located, tliere would probably be few advocates of tho 
voucher plan. 
(Id. at 3f note 3.) 

The so-called power-equalizing option pursuant to which districts 
would be permitted to supplement the uniform State allocation by 
levying additional local taxes provided that the weaLhler districts 
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levying such tax^^s turned over a lai^e portion of the proceeds for 
statewide use similarly is not regarded as a viable alternative to full 
State funding hy anyone. Even its chief and only sponsor, Professor 
Coons, has indicated that it is designed for consumption only by 
judges and not by educators or legislators:: 

Of course, there are certain problems inherent in that 
(power equalizing proposal], not the least of them the 
political Problem of recapture from the local district. I am 
informed by people who know these things that it is politically 
difficult to establish a system in which, if Beverly Hills is to 
spend $1,000 it may raise $1,500. It is cosmetically bad 
politically. 

(Mondale Committee Hearing, p. 6882.) 

In the event that any State should be so foolhardy and intrepid 
after adoption of the Rodriguez rule as to adopt a power-equalizing 
rule as distmct from full State funding, the proponents of judicial 
intervention in these matters have already made clear what is m store 
for it. Thus, Professor Wise, the founder of the new cult, reads the 
California decision as prohibiting not merely existing systems of 
school finance but the Coons power-equalizing proposal also: 

This analysis is consistent with the more equalitarian 
roposition that the quality of a child's education may not 
e a function of local wealth or how highly its nei|;nbors 
value education. In other words, it would prohibit vanations 
in the number of dollars spent on any child by virtue of his 
place of residence. ♦ * * One point that remains unclear in the 
opimon is whether the equal protection clause applies to 
children or to school districts. If it is children who are 
entitled to eaual protection, then the quality of a child's 
education could not be subject to a vote of his neighbors * * *. 
(Wise, The ^^alijamia Dociriney Saturday Review, Nov. 20, 
1971, 78 at 82.) 

Professor Karsr. has analj^zed the California decision as in effect 
rejecting the power equalizing option, pointing out that Professor 
Coons had unsuccessfully sought a modification of the decision to 
expressly allow it (Karst, Serrano v. Priest, 60 Calif. L. Rev. 720, 
at 740, note 87 (1972)). 

Professor Michelman likewise has assisted in sharpening the blades 
of the knives which will fall upon any State utilizmg this supposed 
option, urging that the Coons approach involves unacceptable varia- 
tions bet\veen children and districts and that any other approach 
allowing limited local variations presents problems of justiciability. 
(Michelman, On Protecting the Poor Through the Fourteenth Amendment, 
83 Harvard Law Review 7 at 54-59). He is candid in favoring "insist- 
ence on channelling all the State's educational expenditures into the 
common pool." (Id. at 58.) 

The President's Commission on School Finance has contributed its 
denunciation of power equalizing on the grounds that "it would be 
extremely difficult to establish an upper limit on district tax rat^s 
that would enable the State to plan its educational fund requirements. 
While the power equalizing would eliminate disparities based on 
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wealth, it would nevertheless continue vast differences in funding 
amon^ school districts and therefore among children in the state." 
(President's Commission on School Finance, Schools, People and 
Money (1972) at 33) (10) The authors of the /eport of the Fleischraann 
Commission in New York State akewise rejected power equalizing. 

We prefer full State funding to district power equalizing 
for several reasons. First, assume that wealthy districts are 
inhabited by wealth residents and poor districts are popu- 
lated by the poor. AlFdistrict power equalizing does then is to 
assure equity in tax rates vis-a-vis school expenditures. 
Poor people would have difficulty in meeting the competitioo 
of rich people in rich districts, once the latter saw how the 
finance plan was shaping up and raised their school tax rates 
to preserve their favored position. 

Second, assume (as we . do) that there is no absolute 
standard of education which can be described as "ade- 

Suate" — that all educational disparities are relative. Then, 
one is going to embark on a major revision of educational 
finance arrangements, why should one not remove "place" 
inequalities as well as wealth inequalities? The quality of a 
child's education should, in our view, be no more a function 
of how highly his neighbors value education than how wealthy 
they are. 

Moreover, we believe that the equal protection clause of 
the Fourteenth Amendment appHes to individual children 
rather than school districts. If this is so, then the quality 
of a child's education cannot depend any more on the vote of 
his neighbors within the confines of a local school district 
than it can on their aggregate relative wealth vis-a-vis other 
school districts within the State. The California Supreme 
Court in Serrano v. Priest was not explicit on this point, but 
it did take some pains to argue that territorial uniformity in 
school finance is constitutionallv required. "Where funda- 
mental rights or suspect classincations are at stake," the 
Court said, "a State's general freedom to discriminate on a 
geographical basis will be significantly curtailed by the 
equal protection clause." 

To make the point clear, consider two districts, A and B, 
and let them be of equal wealth. Suppose the residents of 
district A choose a school program naif as costly as the 
residents of district B. Is it good policy for the State to 
require the children of A to suffer the lifetime handicap of 
inferior education, which is to say, should the State exclude 
these children from the benefits of district B education on 
the basis of a district boundary line that is itself a historical 
accident? As we understand the ideals of a democracy, public 
institutions — and esi)ecially the schools — should see to 
it th8t personal attributes such as aptitude^ talent, and 
energ , play a progressively larger role in an individual's 
success and development, while parental wealthy on the 
one hand, and apathy on the other, play a progressively 
smaller role. We see no way for this ideal to be achieved 

Footnote 1 on p. 436. 
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in the absence of direct State intervention in the allocation 
of educational resources. 

One of the functions of an educational system is to act as 
a sorting device. Classification of people on grounds of 
ability and aptitude occurs all the time, and schools often 
act as a major transmitter of the process. But if primary 
schooling of some children is of vastly greater qualUy than 
that of other children, the sorting process is ineffective 
and dangerous. Local tastes for basic educational services 
should not distort the function of the sorting mechanism and 
possibly undermme students' potential and achievements. 
{Report 0^ the New York StaU Cammissim on Quality, Costs, 

and Fimneing of Elmentary and Secmdary Edv4:ation at 

2.46 and 2.46.) 

Lest the critics of power equalizing have overlooked some of the 
considerations which would be urged against it in future ligitation, 
rtofessor Coons himself has supplied some further suggestions: 
The first group notes that tax-sensitive voters may tend 
to clustjer (6.^., older persons with fixed incomes and no chil- 
dren). These cntics would prefer the security of a state- 
mandated uniformity of spending which, as they view it, 
would be more 'jducation-oriented and less arbitrary. * * * 
The second group of critics raises a more te -hnical objection 
to local choice. They doubt whether it is possible to establish 
fiscal neutrality or know when it exists. Realistically there are 
many subtle forms of wealth difference in addition to differ- 
ences in the value of taxable property per pupil; to equalize 
assessed valuation per pupil does not necessarily equalize fiscal 
capacity. If m a decentralized ("power equalized") district 
system differences m spending exist, and if for example, 
spending IS higher in districts with higher personal incomes, 
how would an objective observer determine whether taste, 
wealth, or some other factor is responsible? 
(Coons, Clune, and Sugarman, A First Appraisal oj Serrano, 
2 Yale Review oi Law and Social Action, 111 at 117 (1971), 
These quotatioi^ should be sufficient to make clear that what is at 
issue m this case is whether this court is going to impose upon the 
states full State funding as a matter of constitutional compulsion. 
JNotwitiistanding the protestations about the alleged availability of 
voucher systems and power equalizing, a decision by this court 
attirmmg Rodriguez mil clearly have the practical effect of imposing 
full State funding upon every American State. The alleged options 
remammg open to the States are not viable and are not uitended to 
be so. 

Against this background the appropriate disposition of this case is 
apparent m light of what all nine members of this court have recently 
stated m respect to the importance of local control of school systems : 
A more weighty consideration put forth by Emporia is its 
lack of formal control over the school system under the terms 
of Its contract vith the county. * * * Direct control over 
decisions vitally affecting the education of one child is a need 
that IS strongly felt in our society. * * * 
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(Wright V. Council of City of Emporia, 40 L.W. 4807, 4812; 
opinion of Stewart, Douglas, Brennan, White, and Mar- 
shall, J.J.) 

Local control not only vital to continued publi c support of the 
schools, but it is of overriding importance form an educa- 
tional standpoint as well. 

(Wright V. Council oj City oj Emporia, 40 L.W. at 4815; 
opmion of Burger, Blackmun, Powell and Rehnquist, J.J.). 

Indeed, it is clear that the major objective of many of the proponents 
of the present litigation is the obliteration of local control; see, e,g,, 
Zukotsky, Taxes and Schools, The New Republic, June 17, 1972, pp. 
20, 21, where it is observed: 

One cannot reform school financing in ways that meet the 
tests courts have adopted without striMng^ directly at the 
problem the iutegration cases approach obliquely; the 
power of local school boards to make decisions that iimuence 
what takes place in classroom and school. The power of local 
boards to determine what children go to which school, what 
teachei's are hired, where thev teach and hov nuch they are 
paid, where schools are built and buses run are facets of 
district power; so is the power of boards to tax, incur debt, 
make budgets for distributing local and State revenues, 
contract for personnel and services. Integrationists are 
attacking the district from the front as a fortress of power 
and privilege, and fiscal reformers from the rear, but both 
are headed for the same strong room. 

Impairment op Local Control 

There are profound implications for the control of the public schools 
in the results sought. The need to secure citizens' support for local 
schools in order to secure support for local property tax increases will 
be eliminated. The need for mvohement of sch^yol superintendents 
in the politics of the community and the desires of its citizens will be 
in large measure eliminated. The power of the purre of the local 
legislative body will be eliminated. (II) The imphcauons for ^'ontrol 
ofthe school system and of the curriculum are reco^ized by virtually 
all the commentators on this subject. The most obvious and immediate 
shift is a shift in the responsibility for labor negotiations with teachers' 
unions, which will naturally be directed at the level of government 
which provides the revenue — the State government under the mode 
of educational finance favored by plaintiffs. There are longer term 
shifts also. Acceptance of the principle contended for pi3sages a shift 
in control from the district and county to the State and perhaps 
ultimately to the Nation. The extent to which such a shift is desirable 
and the degree to which it is desirable raise questions of the highest 
political moment, which under a democratic system of jeovcmment 
cannot be placed beyond legislative and popular control. The 'implica- 
tions have Deen spelled out oy Professor James Coleman: 

There are two very different conceptions of the relation of 
schools to the social order. One conception is that of scho^As 

Footnotes, on p. 436. 
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as aeents for the transmission of knowledge, culture and 
social norms of and thus as agents for the maintenance of 
the social order. The other conception is that of schools as 
crucial mstitutions of social change. Pchools have performed 
both of these functions in the past and will continue to do 
so m the future. But the relative emphasis of the two func- 
tions has been different at different times and places and what 
IS of mterest to us here is different for local authorities and 
naUonal oi^anizations including national governments. As 
the discussion of differential opportunity indicated, local 
authonUes ordinarily have more interest in stability and use 
of the school as a means of maintaining a social order than 
do national governments. 

Thus, agam on the issue of social change, national govern- 
ments are more often on one side, the side of change, and 
local authorities are more often on the other, the side of 
stabuity. The basic interests involved have been discussed 
m earher sections; but the content of these issues of change 
versus stability goes bevond the questions discussed earlier. 
iJixamples will mdicate how this is so. In Hitler's Germany, 
in btalm's Russia, in Mao's China and in Castro's Cuba 
the schools have been used extensively by national govern- 
ments as instruments of change. Modem totalitarian r^imes 
followmg a coup or revolution move quickly to take control 
of the schools, in order to indoctrinate the new generation 
with the ideology of the regime. This is an important device 
enabhng such regimes to consolidate their power and break 
the influence of the preceding generation upon the younger 
one. The use of boarding schools, the development of nation- 
alistic youth groups in the schools, the introduction of 
nationalistic propaganda into the curriculum, the indoc- 
tnnation of teachers and the purging of teachers are methods 
that these regimes have used to achieve, m a single genera- 
tion, radical social chaise. Such attempts at change meet 
with increasing resistance at lower levels of social oi^aniza- 
tion all the way down to the family. What is true in total- 
itanan regimes is true, to a lesser degree, in democratic 
ones: The national government is more likely to see the 
schools as mstruments of social chaise than is the local 
government. The local-national conflicts concerning school 
integration in the United States illustrate this well, because 
the national government, pressed by oreanizations at the 
national level, attempts to use the schools to create racial 
mt^gration which is absent in other aspects of life and thus 
to bring about a major transformation of the social structure. 
What IS evident in this type of conflict is, in a sense, the 
self-preservation interests of two social units, the nation 
and the community. 

(Coleman, The Struggle for Control of Education, in Bowers 
^ditor), Edvcaiim and Social Policy: Local Control of 
Educaiion, 64, at 77-78 (1970).) 

In addition to these broader consequences which may flow from 
increased centralization of control, there are more immediate reasons 
for quesUomng centralization. Thus, the former Commissioner of 
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Education, Harold Howe, though sympathetic to the California 
decision, m commenting upon it has written: 

Teachers' organizations have opposed decentralization of 
city schools because of the i>otential loss in leverage in 
dealing with multiple education authorities over a variety 
of issues, and they may welcome centralization of fiscal 
authonty at the State level for corresponding reasons * ** 
Finally, the California decision raises questions of diversity 
and control. It is an axiom of American politics that control 
and power follow money. As schools finance is monopolized 
by the State, what would States be likely to do that they are 
not doing now in controlling the education options of school 
boards? They might move to complete standardization of ed- 
ucation, decreeing what is to be studied, for how long, and 
in what manner, thereby adding to the already extensive 
requirements for teacher certification and similar matters. 
While there are abuses in any system, I believe strongly that 
we need less, rather than more, participation by the state 
in the day to day affairs of the schools. 

Bowe, Anatomy of a Revolution, Saturday Review, Nov. 20, 1971, 
84, 88. Thus too. Professor James Coleman, perhaps the leading 
authonty on these matters, is led by concern for diveraty and local 
control to advocacy of a voucher system with public control 
liniited to control over ethnic and social class composition of student 
bodies. See Coleman, Preface to Coons, et al., mpra; Coleman, 
Ue StruggUfor Control of the Schools, in Bowers (ed.) Education and 
Smal Policy: Local Control o/ Education (1970); and the essay by 
Coleman in Harvard Education Review, Equal Educational Ovvor- 
tunity (1969). ^ 

Dr. James Conant, though a recent convert to the desirability of 
full state funding, pertinently observed some years ago: 

Four generalizations are possible about the financing of 
our pubfic schools. First, in every State the funds for the 
support of the local system come in part from local real 
^tate and in part from taxes levied by the State itself. 
Second, in no State is the amount of monev now available 
adequate in every community of the State, ^hird, to find a 
satisfactory formula according to which State funds may flow 
to school districts on an equitable basis to supplement the 
local financial provisions has taxed the skill fjid ingenuity 
of lawyers, legislators, and economists to the very limit. 
Fourth, the need for a formula comes from the fact that the 
real estate base for local taxes has, by in large, proved 
totally inadequate. There probably is no one completely 
satisfactory scheme. For the State to take over entirely the 
financing of each school district would be, of course, to move 
far in the direction of a system of sitate schools. Unless a 
local community, through its school board, has some control 
over the purse, there can be little real Jeeling in the community 
that is schools are in f 04:1 local schooL'i. I have heard the opinion 
expressed by those who have devoted much study to the matter that 
something like BO percent oj the current expenditures shmdd be 
raised through local taxes ij local control is to predominate. 
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(Conant, The Child, The Parent, and The Stale (1959) at 26; 
emphasis added.) 

In discussing Federal equalization aid, Conant recognized that any 
large scale program of equalization assbtance would result in a large 
and increasmg measure of Federal control, an inskht which applies 
equally at the State level. Conant observed: 

To imagine that recurring appropriations of this mag- 
nitude can be made without careful budgeting on the part 
of the Administration seems to me to be thejequivalent of 
imagining completely irresponsible government. Careful 
budgeting will mean, in turn, a strong Executive Agency 
^ch must have access to a mass of factual information 
about the educational situation in every State. The agency 
responsible for submitting the annual estimate to the Bureau 
of the Budget and then supporting the propo^s before Con- 
gress will have no easy task, rroponents of a flat grant and var- 
ious equalization formulas will have to argue their cases from 
t^^e to time, if not each year. The education committees of 
the House and Senate will nave every reason to examine into 
details of curricula and school organization, much as com- 
mittees of the State l^;islatures now do from t^me to time. 
Certamly a new chapter in American public education will 
have opened. It would not be accurate to describe the re- 
sulting situation as Federal control of our public schools, 
but we should certainly have a powerful Federal influence 
added to the present influence of the central authority in 
each State. 

(Conant, mpra, at 55-56.) 

The fact that increased State financing inevitably means increased 
State control has long been recognized by students of State-local tax 
structures. As early as 1931 it was noted in Hutchinson, State-Ad- 
mtntstered LocaUyShared Taxes (1931) that: 

This study of State-administered locally-shared taxes in- 
dicates, however, that State administration of taxation is 
the first step toward State control of the functions supported 
by these taxes. The State is increasing its control of local 
functions by minimum requirements. In the case of roads it 
may require that the road be built to satisfy the State High- 
way Commission. Minimum educational standards in the 
way of teachers per student and the length of the school 
year are often prescribed. As the amount of revenue return 
grows larger the restrictions placed on the localities increase 
m number and rigor. 
(At p. 21.) 

The Hutchinson study recc^izes the extent to which State control 
usually follows State subventions. Hutchinson quotes Sidney Webb's l 
history of grants in aid in England, Webb, Orants in Aid: A Criticism I 
and a Proposal (1920) (at p. 6) (Hutchinson at 122) : | 

The [British] National Government in the course of the I 
^ three-<iuarters of a century from 1832, successively "bought" I 
the rights of inspection, audit, supervision, initiative, f 



ERLC 



395 

criticism, an,' control, in respect of one local service after 
another and of one kind of local governing body after another, 
hy the grant of annual subventions from the National 
Exchequer in aid of the local finances, and therefore, in relief 
of the local rate payer. 

In summarizing the history of locally shared taxes Hutchinson 
observes: 

Usually, however, the State administered taxes replace 
some source of taxation taken from the locality. Further, the 
method lends itself to more and more State supervision, 
through reapportionment of the revenue according to the 
State's idea of need and through the establishment of 
minimum standards for ziie function of which the money is 
given. It a movement to be watched, and studied, for the 
number of taxes so administered and returned is increasing. 
The State sees the local need and is giving its assistance, but 
with this assistance goes mterference. This particular type of 
State interference will be questioned hy believers in home 
rule, for it usually involves rigid legislative interference 
rather than flexible administrative control. 
(At 131-32.) 

Further, because of variations in local needs, courts will not be 
able, absent detailed meddling in the day to da^ operations of school 
svstems, to be able to enforce any rule of equahty, even the simplest. 
Thus, former Commissioner of Education Howe has pointed out: 

Educational costs vary considerably within a state. The 
cost of living in upstate New York is about 10 percent less 
than in New York City, so that teachers' salaries, a major 
component in any system's expenses, must be hi|;her in the 
city in order to be fair. Janitorial services, repau: services, 
construction, and the like vary from place to place. Vocational 
education, because of the high cost of equipment, and the 
teaching of handicapped chil(&en are exceptionally expensive. 
Spending exactly the same amount on each child in a State 
therefore, does not provide equality of services. 
(Howe, supra at 86.) 

Any rule of equality, whether relating to per pupil expenditures, 
school facilities, or allocation of taxing resources, would force State 
school systems into a Procrustean bed. 

It is, of course, not self-evident that in an a^e of increasingly 
complex problems complete educational leveling is either desirable 
or possible. Indeed Professor Coleman in his preface to the work by 
Coons has noted that the American system of local financing in edu- 
cation is in effect a substitute for the English and European systems. 

The educational systems of Europe have traditionally ex- 
hibited these dual forces through dual public school systems: 
academically oriented set of secondary schools for an elite and 
a set of schools terminating early for the masses. Another out- 
come of these forces has been the educational S3r8tem of 
England : The State supported schools were added in 1870 to a 
system of 'Voluntary'' or privately supported schools. Thus 
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the family with some financial means could satisfy both its 
aims by supportmg the state system through taxes, providing 
one level ot education, and sending its ovm children tS 
^tI.]^a If P^Y^ding a higher level for them. In the 
united btates, a dual system never developed within public 
!?S'2'i.'«''?r ^"^.i^^ »se of private schools been -vide- 
spread • It would appear, then, that the second of these 
forces, the desire of families to provide for their o%vn children 
the best education thev can afford, has been whoUy sub- 
merged by the goa of educational opportunity for all children 
or at least it has been implemented whoUy through actions 
which achieve this latter goal. This appearance, however, is 
quite misleadmg. In the United States, another means has 
ansen whereby persons with financial resources can employ 
them to their own children's benefit mthout having them 
spread thin over everyone else's children as well. This 
KlitiJn'' residence together with local financing in 

(Coleman, preface to Coons, at VII-VIII.) 

i^*^ and Professor Coleman recognize the profound 
political imp ications of the cldm for greater constitutionally com- 

fcr^SLn -^^-^ theses. 

Obviously, the application of this principle to all areas 
of consumption would do away in effect with income differ- 
ences, destroying the whole system of incentives on which 
every society is founded. 

(Coleman, preface to Coons at XIV. (12).) 
Professor Coleman goes on to note that inputs of financial resources 
are only one of several components of the educational experience 
in a school, and that a more significant component of that experience 
IS the class background of the other students: 

There is, of course, a broader sense of he terms "equality 
of educational opportunity" which should be kept in mind ; 
equality of all the effective resource inputs into education, 
not merely the financial ones. This equality can only be 
measured bv equal effects for children of equal abiUty: 
but It clearly consists of a variety of input resources, not 
merely financial ones. The question about the State's provision 
of equal education opportuxdty becomes a difficult one: 
over wtiich of these resources does the state have control, 
or should the State have control? Which of the resources 
can the State, through legal means, demand be redistributed 
equal y? Certainly not the attentive help which some parents 
give their children in learning to read, nor the discipline 
some parents exert in enforcing the homework assignments 
of the school, nor the reinforcements by parents of the . 
performance rewards given by the school. . . m this 
second area of resources (the State) has beei, even more 
meffective than in its attempt to redistribute financial 
resourc es. This second kind r " educational resource, in the 
Footnotes on p. 436. 



397 



form of other children in a school, Coons and 1 is colleagues 
do not discuss. Yet the attempt of the State to effect a 
redistribution focuses on the attention of the fact that 
financial resources are not the onlv ones. More funda- 
mentally, it raises the question of just how far the State 
can go, and how far it should go, in redistributing educa- 
tional resources to provide equal protection to the young 
m the form of equal educational opportunity. 
(Coleman, preface to Coons at XV-XVI.) 

In light of this, it should be entirely clear that this case at bottom 
involves Questions not merely of educational finance but of political 
theory: of whether the State is to be viewed as ai> organic unity, 
and Its citizens merely a3 components of an organic whole, a view 
common to most totalitarian systems and one consistent vnth the 
thesis that the Stat« is fully responsible for all differences among its 
citizens, or whether rather the authority of the State is to be viewed 
as resting upon some form of social contract and is hence limited in 
Its operation upon individual differences to those powers conferred 
and stemming from actions taken by elected constitutional conventions 
and legislatures. 

It need scarcely be labored that the removal of fiscal controls to 
the Stat€ level has consequences for the survival of local government. 
It has not hitherto, in this country, been thought unconstitutional 
for taxes raised by a giVen government to be spent without reduction 
by the sort of excise tax on educational expenditures which plaintiffs 
would have this court impose on "wealthy" districts. Nor, under 
modem concepts of government, is it unconstitutional for one level 
of government to delegate powers to another, even though the result 
of a delegation would be to produce distinctions between the actions 
taken by delegates which the delegating government itself would be 
powerless to adopt. (13) The whrlt purpose of delegation of power 
IS to allow the delegates to do what the delegating power could not 
do. It does not follow from the fact that the State has arguably created 
Its municipal corporations, (14) that absent racial gerrymandering of 
other racial discrimination it is changeable with the consequences cf 
their difienng actions, as the plaintiffe would have it. 

It has been pointedly observed that: 

One purpose for which many Americans will make 
sacrifices, for which they will subject themselves to heavy 
taxes, is to pay for schools for their children. Will voters do as 
much to finance more education if there is less of a tie to 
their own children? Some may, some may not. 

As voters are pressed for tax dollars now, some may be 
reluctant to shoulder heavier burdens to pay State or 
national taxes for schools elsewhere. Over the years, I 
suspect, a significant local identification (1) of prospective 
benefits (2) with payment obligations, can have positive 
results as regards taxes designed to finance better quality. 

What value system leads people to sacrifice for the welfare 
of children? As long as scarcity bears upon Americans as it 
must, even those with the best of good intentions are com- 
pelled to curb the desire to be generous. 

Footnotes on pp. 436, 437. 
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A ''foundation" level of school spending guaranteed by 
state finances wiU eUcit strong support. But it wiU not do 
as much as some people wish and are able to pay for. If free 
to do so, some communities will exceed the general average. 
The country will benefit from this local freedom. The resJts 
of better schooling do extend beyond the area that pays the 
excess People move. Positive "spiUovers" are no Te^ real 
than the negative ones which are cited convincingly as a rea- 

schooUng S^air^*" * ^''^^ ^ * ^^^^ °^ 

Many an American in the upper middle-income ctoup is 
troubled by present taxes. He or she can pay still more In 
many cases, more or less willingly, Americans wiil reduce 
personal consumption and saving to pay more to government. 

™°'"«.,Wtely to do so, I suggest, the more they 
expect their children to benefit. 

Some groups supporting the court cases argue that if 
people m commumty A want to pay, say, $2 more for the 
education of their own children they will also have to pay $2 
more for children m other parts of the State. Does this seem 
fair.' How would it affect incentives? Is one too unrealistic and 
and old fa.shioned to believe that effort and thrift make a 
dmerence and are not unaffected by the prospects of rewards? 
What would be unfortunate is a condition in which the people 
who can pay for better education, who must be willmg to 
support heavier taxes, will oppose because too much of 
additional amounts seem likely to go to "others". 

For the best results in financing education, a local element 
may need to be larger than seems consistent vnth the new 
court decisions. 

(Harriss, supra.) 

Finally, it is important to note that the proponents of the Rodriquez 
rule do not expect it t« secure the assent or even acquiescence ofthe 
pubhc on Its merits. They recognize that, given a free choice, the 
overwhelmmg majonty of distncts clustering near the median in 
wealth are likely to prefer local fiscal control to full State funding 
Ihe acquiescence of these districts and their residents in plainti^' 
bfacKail^ funding is sought to be secured by a process of 

A mimary factor wiU be the self-interest of the bulk of school 
distncta that cluster near the median in wealth. They can ex- 
pect benefits from successful reform; what they can expect 
from unsuccessful reform is trouble. This makes them the 
staunch ally of the court. What such districts do not want is a 
prolonged period of turmoU and doubt. in which aid formulas, 
valtdiiy of tax impositions, validiiy of bonds, and retroactivity 
remain locked in a poliOeal struggle. The self-interest of these 
near-median-weaHh districts lies in certainty, and they will be 
^^eTu '"^^ reasonable legislative package that pro- 

et al., 2 Yale Review of Law and Social Action at 

1 \o») 
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All of th's is sought to be imposed in the face of the ackno'dedgment, 
by the architects of plaintiffs' theory, that: 

Of all public functions, education in its goals and methods 
IS least understood and most in need of local variety, ex- 
perimentation, and independence. 

(Coons, et al., 2 Yale Review of Law and Social Action at 
119.) 

Enforced Mediocrity and Reduction of Public Spending on 

Education 

Virtually all commentators on these problems agree that one effei;t 
of the Rodriguez rule would be to limit educational expenditures in 
the wealthier districts and to limit society's total investment in edu- 
cation, its reliance upon the public schools, and political support 
for increased educational appropriations at the State level. The nub 
of the matter is found in the observation of Professor Coleman (R-ei- 
ace to Coons, Clune, and Sugarman, Private Wealth and PvMic 
Edticatian): 

The history of education since the industrial revolution 
shows a contmual struggle between two forces: the desire by 
members of society to have educational opportunity for all 
children and the desire of each family to provide the best 
education it can afford for its own children. Neither of these 
desires is to be despised; they both lead to investment by the 
older generation in the younger. 

Tho experiences of the two leading jurisdictions which have adopted 
a system of full State funding is not such as to encourage a belief that 
statewide uniformity and maximization of total educational effort are 
consistent. In May of 1971, the Advisory Commission on Inter-Gov- 
ernmental Relations conducted a conference on State financing of 

fublic schools. At that conference, it was addressed by Professor 
J. H. Mahnberg of the University of New Brunswick who served as 
director of curriculum and research in the piovincial department of 
education from 1962 to 1969, during the period of the rniplementa-" 
tion of pro\incial assumption of all school costs. Portions of his remarks 
have been summarized as follows: 

School districts which acted as innovators in curriculum 
pricr to 1967 now are not able to do so. These districts 
usually spent a greater per-pupil amount on instructional 
development than other districts. Instructional funds are 
now distributed by the province on the same per-pupil basis 
to all school districts and they, plus economies, are minimal. 
The result is that in the 'lighthouse'* districts there has been 
curriculum stagnation. The effects of Equal Opportunity on 
cuniculum have been more a ''leveling down" than an 
"evening up". 

Later, in answer *o a question, Mr. Malmberg said that 
he felt there had been some "leveling up" — better teachers, 
builditu;s and programs — in the rural and poorer urban dis- 
tricts during the first 2 or 3 years of Equal Opportunity. 
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Now, I think we are beginning to lose the dynamic and there 
IS going U) be a ''leveling down' , he added. * * * 

* * * "It is no secret", he said, "that when schcol boards 
lost their fiscal independence ixi 1967 they felt that they had 
lost their manhood, for this independence to most school 
boards represented local control of education. The most 
significant decision making furotion that they lost is control 
of raising money and determii ing how to spend it in educa- 
tion. It is my impression that it has been more difficult to get 

food people to serve on school boards since the advent of 
^qual Opportunity and that school boards have not taken 
their duties as seriously as t'ley did previously. To retain 
local interest in schools, it is es^tntial to have a large measure 
of local control. This is a challenge New Brunsmck now 
faces." 

(Advisory Commission on Inter-Go vemmental Relations, 
Who ShovM Pay for Pvblic Schools (1971) at 12-13.) 

A similar lack of enchantment with full State funding appears to 
have set in in Hawaii. There full State funding was an iimeritance 
from territorial government. After experience und3r this program, 
the Hawaiian Lerislature by Act 38 of the Regular Session of 1968 
(now codified as Hawaii Revised Statutes Section 27.1) adopted an 
act restoring to the counties the power to supplement State funds 
for school construction and transportation. The act in question was 
"declared to be an urgency meas'ore deemed necessary in the public 
mterest" by its preamble. The preamble went on to recite: 

Under existing law, counties are precluded from doing 
ftnj^thingin this area, even to spend their own funds if the ^ so 
desire. This corrective legislation is urgently needed in order 
to allow counties to go above and beyond the state's stand- 
ards and provide educational facilities as good as the people 
of the counties a\ ant and are willing to pay for. Alkwing 
local communities to eo above and beyond established mini- 
mums to provide for their people encourages the best features 
of democratic government. 

Dissatisfaction with the consequence;? of full State funding in 
Hawau has not been confined to its lepslature. (15) The Supreme 
Court of Hawaii in its opinion in Spears v. Hmda, 51 Hawau 1, 7 
(1963), a case invalidating a program providing bus transportation 
for private and parochial school students^ alluded to the uniquely 
s^ificant position of private schools in Hawaii which had survived 
throughout the present century aftd went on to refer to the "stingi- 
>^®ss" of the Hawaiian Legislature with respect to appropriations lor 
public schools and to the universal mediocrity of Hawaiian pubUc 
schools under the full State funding system: 

The gap in the quality of education provided by public 
schools and the quality of education provided by private 
schools is still reflected today in the ratines given to the various 
high schools in the State by the Accrecfiting Commission for 
Second ary Schools of the Western Association of High 
Footnotes on p, 437. 
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Schools and Colleges. About 44 percent of the nonpublic 
high schools received the highest rating possible while 
none of the public high schools received such rating. 

One consequence of the imposition of ceilings upon expenditures 
in the "wealthier" districts would be a tendency of residents of these 
districts to resort in greater measure to private schools. Thfa phe- 
nomenon has been noted in the aftermath of the abolition of the 
District of Columbia Track System in Hobsm v. Hansen, and was 
pointed to as a probable consequence of the relief sought by the 
court in Mclnnis v. Shapiro^ 293 F. Supp. 327 (N.D. IH. 1968) at 
notes 37-38. See also Eurland, Equal Emcatimal Opportunity: The 
Limits of Constitutional Jurisprudence Undefined, 35 U. Chi. L. Rev. 
583, 595 (1968). In response to this very real possibility Professor 
Coons and his colleagues have tendered two answers. Their first 
suggestion is that exercise of the rigtit to private education should 
be further burdened; in Dr. Coons' words '^of course, it is up to the 
State as to whether they can do that." (Mondale Committee Hear- 
mgs, pp. 6883-84.) See also Coons, Clune, and Sugarman, Private 
Wealth and Public Education at 277-78; Mondale Committee 
Hearings at p. 6884; testimony of Mrs. Sarah Carey. It is in addition 
suggested by Professor Coons and his colleagues that ''further, it 
seems appropriate for the court to view the class 'children' as simply 
a subgroup of the class 'poor',. Realistically, all children are poor 
* * * such separation of the interests of child and parent could be 
enormously significant in future encounters among pupils parents 
and the state on issues ranging from compulsory education to school 
finance." (Coons, Clune, and Sugarman, A First Appraisal of Serrano, 
2 Yale Review of Law and Social Action 111, 115 (1972).) It may 
be that this Court's recent opinion in the Yoder case has somev'hat 
dampened the enthusiasm for this line of argument. The second 
ans>ver of Professor Coons and his colleagues with respect to the 
possibility of flight to private schools, is the perhaps somewhat 
cavalier observation "if these families desert public eaucation it is 
hard to see that much is lost." {Id. at 118.) The difficulty with this 
attitude is that much of the present political support for State as 
well as local education programs emanates from the "wealthy" 
suburban constituencies in which the flight to private education 
may well take place. 

Imposing a rule requiring full State funding would be to decree that 
no new ed»icational program could be embarked upon until it attained 
majority support in the State as a whole. It is part of the genius of our 
Federal system that no such stultifying barrier to progress or greater 
expenditure is imposed upon the lower levels of government. The 
existence of national programs commanding majority support in the 
nation is not held to preclude the existence of State programs com- 
nianding statemde majorities but unacceptable to a national majority.. 
Similarly, the existence of statewide programs commanding statewide 
majorities is not viewed as inconsistent \nth the survival of local pro- 

frams commanding majorities in particular localities but not in the 
tate as a whole and. Indeed, the lack of majority support at any level 
of government for a public program does not under our system pre- 
clude individual private expenditures for social desiderata net pubucly 
recognized. Surely this feature of our system of government has been 

82-418 O— 72 27 
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conducive to progress. Many educational innovations now accepted bv 
WmltrZr'^ ' including special education for handicapped pupils, 
n^^S -^ <<P™f breakfast programs and tZ like were 

pion^red in "wealthy" loca school districts, ^hile plaintiffs profess to 
seek a decree which would allow local districts to raise added funds by 
tajong themselves more heavily and turning over a large portion of the 
added proceeds to other districts, the authors of their scheme recognize 
that in practice full State funding or fully State controlled funding Nvill 
be the result of the relief sought. The obliteration of the local level of 
discretion is effectively demanded by plaintiffs' complaint; its sponsor 
S «i!!!wT ? r th«Lt campaigns against private and State discretion 
w 11 shortly follow. WhoUv apart from the inconsistency of this design 
KniVilft which breathes from every pore of its languale 

hostility toward an overly strong national government, can it Be 
oi^KatioS' P™gr«i™ >s the way to maximize public expenditures 

As the somewhat incredulous court in Mclnnis v. Shapiro, 239 F. 
Supp. 327, 331 n. 11 (N.D. 111. 1968) observed when first confronted 
with claims similar to those ui^ed by plaintiffs here: 

Surely, quality education for all is more desirable than 
uniform, mediocre mstruction. Certainly, parents who cherish 
education are constitutionally allowed to spend more money 
on then- children's schools, be it private instruction or higher 
tax rates, than those who do not value education so highly. 
That the end result of a Rodriguez rule, and the regime of full 
State fundmg enforced by it will be a reduction in total educational 
spending is apparent: 

[A]t least some of the support for statewide financinK in 
California is coming from people who see it a!» a way to hold 
down school costs. Taxpayers who have fought school tax 
mcreases and been outvoted in their local districts are 
now pressing to move the decision up to the State level. The 
lobbies for school improvements tend always to be strongest 
at the local level. That, in fact, is one reason for the local 
disparities. Distncts with equal wealth choose to tax them- 
selves at different levels. Whatever benefits statewide 
hnancmg might bnng to California's schools, the character of 
State politics under Governor Reagan suggest that it will not 
necessarily mcrease the money spent on them. 
(Anderson, Stvdy in California: Financing Schools: Search 
jor Reform. Washington Post, May 31, 1972.) 

Lack of Relationship Between Educational Spending and 
Educational Achievement 

The opinion of the Rodriguez court is unclear as to whether the 
gravamen of the constitutional violation found by it consists of the 
denial of education of equal quality to children in disfavored districts 
or rather consists of imposition by the State of an unfair relationship 
between taxes and benefits. As previously noted, if the constitutional 
violation IS founded upon the second theory, the court's position is 
entirely untenable m bght of the rule of Carmichael v. Southern Coal 
Company, 301 U.S. 495, which makes clear that there is no constitu- 
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tional requirement of a relationship between taxes and benefits. Thus 
it would seem that the Rodriguez plaintiffs found their claim on the 
proposition that the State is providing their children with education 
of inferior quality. Certainly thev do not urge that matters of taxmg 
and sDending generally are to be subject to a strict scrutiny test. 
Indeed, it is clear that even the rational basis test does not apply to 
such purely fiscal determinations as to which the powers of legislatures, 
State and Federal, have traditionally been held to be almost ritenary. 
Since the decision rests upon the premise — rejected by Judge Harvey 
in his eloquent opinion in Parker v. Mandel — that there is something 
peculiarly significant about the detriment resulting to plaintiffs from 
the system of educatio^ial finance, it was incumbent upon the plaintiffs 
to show a significant relationship between educational spending and 
educational achievement. This burden they did not and cannot 
sustain. 

Even cursory review of the evidence in the record reveals that the 
disparities in spending between varying school districts are largely, 
if not entirely, explained by two factors: (1) variations in teachers' 
salaries, largely reflecting similar varaitions in wage levels and prices 
in varying portions of the State: and (2) variations in class size. The 
available studies on the relationship of educational spending to educa- 
tional achievement speak with almost one voice on the insignificance 
of such differenr^s. As is well known, the most extensive study of these 
relationships is that contained in the so-called Coleman Report, 
U.S. QflBce of Education, Equality of Educational Opportunity (1966) . 
That report concluded : 

It is known that socioeconomic factors [of the students] 
bear a strong relation to academic achievement. When these 
factors are statistically controlled, however, it appears that 
differences between schools account for only a small fraction 
of differences in pupil achievement. 

The Coleman Report found that the teacher pupil ratio "showed a 
consistent lack of relationship to achievement among all groups 
under all conditions" (p. 312). In addition the Coleman Report 
observed: "Differences m school facilities and curriculum, wnich 
are the major variables by which attempts are made to improve 
schools, are so little related to differences in achievement levels of 
students, that, >vith few exceptions, their effects f^ to appear even 



The Coleman Report was no ordinary research study. It has been 
described as follows: 

The study. Equality of Educational Opportunity, was 
hardly an everyday affair. Commissioned under the Civil 
Rights Act of 1964, one of the great bills of the 20th century, 
sponsored by the U.S. Office of Education in a period of its 
most vigorous leadership, and conducted by leading social 
scientists at just tbc moment when incomparably powerful 
methods of analysis had been developed, the study v as 

f erhaps the second largest in the history of social science, 
ts findings were, if anything, even more extraorcUnary than 
its genesis. StoUesky and Lesser summarize these findings 
with admirable detachment: '^Coleman failed to find what 
he expected to find> direct evidence of large inequalities in 




of this magnitude.' 



404 



educational facilities in schools attended by children from 
different majority or minority groups. The study set out to 
document the facts that for children of minority groups 
school facilities are sharply unequal and that this inequality 
IS related to student achievement. Data did not support 
either conclusion. What small differences in school facilities 
did exist had little or no discernible relationship to the level 
' ^j^j^ achievement. In effect, the Coleman study was 
mtended to prove beyond further question two central 
theses of the reform establishment: first that school facilities 
available to mmorities were shockingly unequal; and second 
that this accounted for unegual outcomes. This, of course, 
was not found. Coleman's findings thus nose two equally 
difficult choices for the reform establishment. The first 
would be to conclude that the achievement of equality of 
educational opportunity— increasingly defined in terms of 
comparable educational achievement on the part of minority 
and majority groups— will require vastly greater expendi- 
tures money and social effort than even they had envis- 
aged. The second would be to conclude that improvement 
of schools as such should be downgraded in favor of a vast 
national effort to liquidate the lower class, in Walter B. 
Miller's phrase, and thereby remove the apparently insur- 
mountable—or at least not likely to be surmounted— 
restramt on educational achievement among lower class 
youth, especially in urban ghetto areas. Understandably, 
the reform establishment hose first of all to concentrate on 
Coleman's findmgs, rather than on their implications. . . . 
A maior element in the responses of the reform establish- 
ment has been the manifest fact that, heretofore, the public 
generally has been more willing to consider changes in 
educational institutiors than economic and social institu- 
tions. Coleman must be taken to suggest that reform will be 
considerably more difficult to achieve than has been expected. 
This IS rarely welcome news, and has accordingly been 
resisted." 

(Moyi^an, ''Source of Resistance to the Coleman Report/' 
in Harvard Educational Review, Emal Educaiimal 
OppoHunUy at 25, 26, 28-29, 30 (1969).) 

The report's conclusions have gained much professional respect, 
bee, e.g., the article by former Dean of Harvard Graduate School of 
Education, Sizer, Lovhlricome Families and the Schools for Their Chil- 
rfr€/^ 30 Pub. Admin. Rev. 340 (1970); and Cohen, Policy for the 
Fublw Schooh: Compensatix>n and InUgraiion, 38 Harv. Educ. Rev. 
114 (1968). Reanalyzing the Coleman data, a later study airived at 
the same conclusion. (1 U.S. Commission on Civil Rights, Racial 
Isolation m the Public Schools 86 (1967).) 

Tlie Coleman Report was a disinterested study. There is no reason 
to believe that the conclusions reached in it were in any way pala- 
table to Professor Coleman or its other authors, rather the contrary. 
See Schoettle, iSj^o/ Protection Clause and Public Educaiion, 72 Co- 
lumbia Law Review at 1378-1388 (1972). Subsequent to publication 
of the Coleman Report: 
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A recently published re-examination of the Coleman data 
by a score of eminent social scientists in a faculty seminar at 
Harvard University has confirmed the findings of the original 
report, while avoidmg some of the original report's methodo- 
logical problems. Indeed, this re*examination indicates that 
the influence of school expenditures on student achievment is 
evea weaker than was indicated by the original Coleman Re- 
port. See Mostelier and Moynihan, A PathbreaJeing Report 
m On Equality of Educaiioral Opportunity 36-45 (1972); 
Jencks, The Coleman Report and the Conventional Wisd&m in 
Id, 69-115; Smith, Equality oj Educational Opportunity: The 
Basic Findings Reconsidered in Id. 230-42. 
(Goldstein, Inter-District Inequalities in School Financing; 

A Critical Analysis oJ Serrano v. Priest and Its Progeny, 120 



University of Pennsylvania Law Review 504, 520, note 50 
(1972).) 



This recent re-examination of the Coleman Report concluded that 
the best way to deal with the educational problems of poor children, 
whatever their race, was to improve the jobs and Incomes of their 
families and also concluded that increased spending on schools had 
little effect on the educational performance of either lower class chil- 
dren or other children. The Jencks study concluded "the least prom- 
ising approach to raising achievment is to raise expenditures since 
the data gives little evidence that any widely used school policy or 
resource has an appreciable effect on achievement scores." 

The findings of the Colemail Report are supported by numerous 
prior studies. Among them is the leading Britisn study of these mat- 
ters, the so-called Plowden Report (Central Advisory Council on 
Education, Children and Their Primary Schools (2 volumes, 1967), 
The findings of this report have been summarized by Rrofessors 
Guthrie, Kleindorfer, Levin, and Stout, as follows: 

Except for the fact that the study limits itself to a con- 
cern for elementary school students, its findii]|;s and the 
controversy surrounding them are not very different from 
those produced by the Coleman Report in this Nation. 
(Guthrie, et al., at p. 74.) 

The regression analysis undertaken as part of the national survey 
of primary education m England reached the conclusion that: 

The specific contributions made by the variation in paren- 
tal attitudes are greater than those made by the variation 
in home circumstances, while the latter in turn are greater 
than those made by the variations between schools and 
teachers that we have taken into account. 
(Id. Volume II at 188.) 

The Encyclopedia of Education^ Research (1950), observed in 
summarizing over 200 research studies on class size: 

On the whole the statistical findings definitely favor large 
classes at every level of instruction, except kindergarten . . . 
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The President's Commission on School Finance recentlv soeciallv 
comnussioned a siirvey of the available literature SgT the 
fcptfcotfe^^^ ^P^-^'^^ perfonn!nce.\t: 
The relationship between costs and quality in education 
•^u'^^'J^-^ difficult to document. Despite 
^!n^ r 5«'«"ch by educators and economists, reliable 
generalizations are few and scattered. * * * The conviction 
that class size has an important or even a measurable effect 
on educational quality cannot be presently supported bv 
evidence. A review of a great body of research on the effects 
of class size (pupil-teacher ratios, to use a technical term) 
yields no evidence that smaller classes, of themselves, pro- 
duce more or better education in any accepted sense Nor 
conversely, has it been shown conclusively that laiger classes! 
of themselves, provide less or poorer education to children— 
and they obviously cost less. 

j'^jY Commission on School Finance, Schools, People 
and Money, Final Report (1972), at x-xi.) 

In a study prepared for this Commission bv a distineuished 
research onganization, all available research projects were 

edraHoJir f ""^^ *° determine the effect of class size on 
educational effectiveness. This study-which examined the 
Dody of research m this area— found no discernible difference 
in f "dent achie^rement even though classes ranged from 18 

SnrLT*° -^^*°! r • Despite diligent searches and wide- 
spread opimon to the contrary, the Commission finds no 
research evidence that demonstratesimproved student achieve- 
ment resulting from decreasmg pupil-teacher ratios. (16) 
{Id. at 59.) 

The impliciation of these studies for the relief sought by plaintiffs 
^Z^ZirZrZ'^l^"^' commentators. Thus, it^has b'ee^n rather 

Any reshuffling of dollars— if spent within the present 
range of vanabihtv on more highly paid teachers, reductions 
in class size, and buildmgs-is not likely to have much 
effect on the tested cognitive skills, or the credentials neces- 
sary for entrance into honore programs, jobs or college or on 
the values of the children. What tie reshuffling of dollars will 
do is reshuffle teacher salaries m rough proportion. That such 
fn^Si/'l^ alter the outcome of schooling for 

the child Phould not be all that surprising. Teachers, liklthe 

Jini-MVl' T\ ^""^ *^®y perform (even if we 

coum denne what performance means). 

(Diamond, Serrano: A Victory of Sorts for Ethics, Not Neces- 

fn/A^o?^'' r6°r has recently reached similar conclusions. Center 
for h^ducat ional Policy Research, Education and IneqruUUy: A Pre- 
Footnotes on p. 437. 
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liminary Report (1971) at 47-64. See also Wynne, The PolUics of 
AccourUabilUy: Public Information About Pvblic Schools (1972). 

T'he observations of other commentators to similar effect are legion. 
Thus; Professor Moynihan has observed (Can Courts and Money Do Itfy 
New York Times, Jan. 10, 1972 p. 1) : **The only certain result that will 
come from this [the Rodriguez decision] is that a particula)* cadre of 
middle class persons in the possession of certain hcenses— that is to 
say teachers— will receive more public money in the future than they 
do now." 

Similarly, Professor Roger Freeman of Stanford has observed:: 

Added school spending provides sizable benefits to teachers 
and administrators in the form of more and better paid jobs, 
greater amenities, and reduced work loads. Its tangible 
advantage to children's education has yet to be demonstrated. 
{Address to the Annval Meeting of the National School 

Boards Association, April 14, 1972.) 

The findbgs of the Coleman Report have met with little significant 
dispute. The only substantial work purporting to dispute the Coleman 
findings is the study by Guthrie, Kleindorfer, Levin, and Stout, 
Schools and Ineguulity (1972). That work is scarcely a disinterested 
work of scholarship. It was sponsored and paid for by the National 
Urban Coalition which, the authors teli us, "was specifically interested 
in supporting an objective study relevant to a Michigan court case 
of national significance for education * * *. The Board of Education 
of the School District of the City of Detroit had filed a complaint 
alleging that Michigan's governmental arrangements for education, 
violated * * * the Equal Protection Clause. (17) Given this con- 
currence of interest, we accepted the National Urban Coalition 
offer of assistance." (Schools and Inequality at xvi.) Only the fourth 
chapter of the resultmg book is devoted to the relation of school 
services to student achievement. However, the study undertaken by 
these four writers, a fragmentary description of which appears at 
pp. 84-90 of their book, was not a study of the relation of monetary 
mputs to educational performance. The extent of the study undertaken 
or correlations found by them has not been clearly disclosed and it 
appears that the more significant correlations found related to such 
matters as the relation between student achievement and such non- 
monetary variables teacher morale, teacher verbal ability and the 
percentage of students transferring into the school — variables which 
bear no necessary relationship to school spending or at least no 
demonstrated relationship to school spending. Indeed, not withstand- 
mg the fact that tha Guthrie-Levin book is frequently cited as 
contradicting the Coleman study, when the matters studied in it were 
put to the test in litigation in Michigan none of its authors appeared 
as witnesses in the extended trial m the Michigan school finance 
case. (18) This is scarcely surprising, since Professor Guthrie had 
shortly before testified in a Micnigan law suit involving metropolitan 
school desegregation problems {Bradley v. Milliken7v.S. Dist. Ct. 
E.D. Mich. No. 36267) that: 

Q. Does your familiarity at the moment permit you to 
agree w ith me to the effect that the general, returning to the 
Footnotes on p. 437. 
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implications of Mr. Ritchie's question, the approach of 
additional dollars without more would seem on the basis 
of the [Moynihan and Most«ller] reanalysis [of the Coleman 
Report] as well as the other data to which you referred, to be 
inpdequate in terms of the problem? 

A. My response to Mr. Ritchie's question was not based 
very much on the Coleman Report, rather it was based on 
my work with Senator Mondale's Select Committee on Equal 
Educational Opportunity where I have come to see almost 
every effort we have made at putting additional dollars 
on the head of poor children has somenow never occurred 
because we have never gotten the additional dollars there. 
As Senator Mondale says, "Everytime we try to help poor 
children in this Nation, someone robs the train on the way." 
That seems to be what happens when you look at actual 
delivery of Title I dollars to poor children, it often doesn't 
get there and a volume which has been mentioned here, 
'Schools and Inequality, for the State of Michigan," myself 
and colleagues found a negative relationship between the 
child's income and the amount of Federal money being 
spent on him. Well, it wasn't a negative, it was a positive 
relationship, poor childi'en were not having money spent 
on them in Michigan the way it was alleged to be the case. 

Q. If the dollars got there, but nothing else was changed, 
including social SES composition and racial composition, 
would you be optimistic about the dollars spent? 

A. No, I would not be optimistic even if the dollars were 
changed by thousands. 
(Transcript of hearing, pp. 523-524.) 

Elsewhere at the same hearing Professor Guthrie referred to 
socio-economic status as "to date the best explainer of a child's school 
achievement that we have. It is a more powerful explainer than race, 
for example." (Suj^a, at 450.) 

Professor Outline's collaborator. Professor Levin, similarly appears 
to hold to the view that the limited additional increments of ninds 
which "poor" districts would get from an application of the Rodriguez 
doctrine would be of negligible educational value. Dr. Levin testified 
before the Senate Select Committee on Equal Educational Opportunity 
(Mondale Committee Hearings, Part 7, p. 3516) as follows: 

One of the problenis is that additional dollars, as they 
move into the educational system, have never really been 
married up to education ♦ * ♦ They have not thought 
about why the particular techniques approaches, and 
resources that they have used have failed the same children 
in the past. They have not questioned whether just larger 
quantities of the same resources that have failed children 
in the past are going to succeed * * 

After an extensive trial concerning these cost-quality issues, in a 
State unique for its possession of a statewide educational measurement 
program, the Circuit Court for Ingham County, Michigan, made the 
^ollo^ving findings, among others: 
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1. A statewide comparison of State Equalized Valuation 
Per Pupil V. Composite Achievement reveals a low correlation 
betw^een test scores of 4th and 7th grade composite achieve- 
ment tests and SEV. 

(Ex. 127, 81, 82; Tr. pp. 2716, 2778.) 

2. A statewide comparison of Total Current Operating 
Expense Per Pupil v. Composite Achievement reveals a low- 
correlation between test scores on 4th and 7th grade com- 
posite achievement tests and Total Current Operating 
Expense. 

(Ex. 127, 88, 89; Tr. p. 2224.) 

3. A statewide comparison of Total Instructional Expense 
v.. Composite Achievement reveals a low correlation between 
test scores on 4th and 7th grade composite achievement 
tests and total instructional expense. 

(Ex. 127, 90, 91;Tr. p. 2778.) 

4. A statewide comparison of Student Evaluation of 
Socio-economic Status and State Equalized Valuation Per 
Pupil reveal a low relationship. 

(Tr. pp. 2716 and 2778.) 

5. A statewide comparison of Student Evaluation of 
Socio-economic Status v. Composite Achievement reveals a 
moderate correlation of test scores of 7th grade composite 
achievement and student evaluation of SES. Accordmdy, 
statisticsJ analysis of the relationship between student 
evaluation of SKS nnd composite achievement scores reveals 
a high degree of relationship. 

(Ex. 127, 97, 98, Plaintiffs' Ex. 80; Tr. pp. 2291, 2293.) 

6. An analysis of the data compiled by the Michigan 
Department of Education contained in Exhibit 32, usmg 
the stepwise multiple regression-technique indicates that 
there is a low statistical relationship between monetary 
inputs and achievement output (Tr. 2634). Thus, the low 
degree of relationship between financial inputs and achieve- 
ment outputs found in the uni-variate statistical analysis 
(scattergrams and correlation coefficients) is confirmed in 
the multivariate context (stepwise multiple regression 
equation) (Tr. 2636). Chi the other hand, in both the uni- 
variate and the multi-variate context the relationship of 
SE2S to composite achievement is moderate at 4th grade and 
moderately nigh to high at 7th grade level (Tr. 2638). 

7. A statewide ana^sis of the data contained in Exhibit 
32 using the factor analysis technique of 7th grade data, 
reveals that SES and composite achievement are contained 
in the same family of vanables (Ex. 122; Tr. 2672). Thus, 
SES appears to be related to the same factor that achieve- 
ment is related to (Tr. 2672). However, all of the monetarj- 
resource variables (SEV, local revenue, and state aid) are 
found to belong to an entirely different factor (Tr. 2672-73). 
This indicates that student achievement and SES are 
operating independently of monetary resources. 

Clearly, even a cursory examination of the pertinent educational 
literature reveals that there is no necessary cost-quality relationship 
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ScumSaPcP^it'i?- these i^ues are highly debatable. Under these 
tuS^nd not l™.f P^"^?- ^ *bout taxes and expendi- 

a mtioni £ •« 7 and that the State governments possess 

bilK nlpZ'/T ^^^""^ to appropriate the^pproximateV $10 
Diiuon necessarj; to produce abstract monetary eouaUtv with its 

SSds L n^hl5^= u T'^V*" ^^^y^ themselves of, or appropriate 
oJ Sv .;rt n V ^"'^^ appropriate for tfds court, 

^tWn ^ ^y^^ disputed costHjuafity issues; it is no more 

within the province of courts than it is ;Jthin the pro W of leSla- 
fei G^th^ran V'^' IT^denJ?, to make of^J- 

97 (1%8).) Lysenko. (Cf. Epperson v. Arkansas, 393 

Lack op Relationship Between Property and Income 

nelt^rnni^}^u\^^' present wave of lawsuits is that there is a 
ti^^ !^ connection between variations in the wealth of school dis- 
SSnu TtTf^l''"' the educational outcome of their individual 
students. But if there is one tbng that the Uterature of this field makes 
entirely clear ,t ,s not merely that there is no conneSon beTween 
is rnp".:^ educational achievement but also that there 

IS no necessary connection between district wealth defined in t-rms of 
property and educational spending. The effort to translate^he ™^s- 
STd rr Nation into different o^gJ^of 

must hence fSl. * deprivation of individual rights 

Prtv f'*^«™i«ly.f."d repeatedly demonstrated that the prop- 

erty wealth standard utihzed by the California and Texas Courts 

th^"^r.t'i!f ^I'^w'^'i^'^P i'' individual wealth of residente of 
• f hool distncts and that in no sense is the alignment of 

ctnl at^M^SrcoS:^^^^ P^^^"^' ^ven^o^-^ 

, The distinction between collective and individual wealth 
is worth considering. Serrano forbids discrimination in edu- 
cation upon either basis, but it is likely that the proof re- 
quired at tnal will be coined to the realm of school districts. 
At present ,t is very difficult to specify the degree to which 
personal ana school distnct wealth coincide. The economists 
seem confident that the relation is positive but the anom- 
aues arc frequent and sometimes embarrassing. Not onlv do 
poor people inhabit rich industrial enclaves mth low popu- 
ations but they also are found in large numbers in certain 
S^ff ^iJp'^ of which for school purposes, are relatively 
well off (e.g. New York and San Francisco— a primary cause 
is significant pnvate school enrollment). EquaUy trouble- 
some, perhaps, the rich sometimes live in tax poor areas 
berrano, thus, is not a one edged blade for the war on poverty. 
(2 Yale Review of Law and Social Action at 114.) 
Professor Coons and his colleagues did not identify the economists 

ihorUfSt ^^''iu^^ * P^*'"'^ l?^**'"" ^'^t^e^" personal and 
school distnct wealth. But careful studies of the relationship of in- 
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come to property wealth in two states, Kansas and California, have 
effectively exploded this notion. In Ridenour and Ridenour, Serrano 
V. Priest: Wealth and Kansas School Financef 20 Kansas Law Review 
213 (1972) the authors observed: "The application of a definition of 
wealth that relies only on assessed property valuation in Kansas 
would result in effective discrimination against taxpayers with little 
income/' It further observed, citing a similar study in California 
(Davies, The Challenge of Change in School Finance in National Edu- 
cation Association, Tenth Annual Conference on School Finance 199 



The practical result of the Serrano rationale in California 
and Kansas is to strike down de jure discrimination between 
pupils on the basis of assessed value per-pupil in favor of a 
scheme of de facto discrimination on the basis of income 
per-pupil. 
{Supra, at 224.) 

It is even more dramatically observed: 

It was pointed oui in the previous section that a study in 
California' found only random correlation between distncts 
having high assessed value per-pupil and those having high 
income per-pupil. On the basis oi the foregoing figures it 
can be argued that there exists in Kansas almost an inverse 
correlation: districts with highest income per-pupil have 
low assessed value per-pupil and districts with high assessed 
value per-pupil have low mcome per-pupil. 
{Supra, at 225.) 
The study by Davies of California concluded: 

California's present criterion of wealth imputes to the 
liigh wealth counties ability, that, on the basis of income, 
they do notpossess. Ability to finance education may be ex- 



only by apportioning a relatively greater share of income to 
taxes. 

(Tenth Annual Conference on School Finance at 200.) 

These articles point out that in many States the net effect of a 
change from the present sys'tem of school finance to a system of school 
finance fullj consistent witli Rodriguez and Serrano may be to burden 
more heavily the low irccme taxpayers. In the authors' words, the 
SerraTvO court's "conclusion fails to recognize that there is no guaran- 
teed relationship between ownership of property and a fixed yield 
from it" {supra, at 224). 

The detriment to minority group pupils as a class from the decision 
in Serrano has already been noted, 59 percent of such pupils living in 
districts with above average property valuations. 

Nor is this all. The New Brunswick experience is illustrative of 
another possible consequence of the Ssrrano-Rodriguez rule. There, 
the introduction of full State funding was accompanied by a shift 
from the property tax to an even more regressive sales tax: 

One of the elements that helped sell Equal Opportunity to 



(1967)): 
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direct taxation as exemplified by property taxes * * * toward 
indirect taxation— the sales tax," explained Mr. Arsenault 
[principal Secretary to the present Prime Minister]. "Prop- 
erty taxes especially went down." 

^^iii^V, 9'lD™'^'°°„°.°,.^'«'^-?°v«™mental Relations, 
Who ShouW, Pay for Publtc Schods at 10.) 

Thus, not only on the expenditure side but also on the tax side it 
K possible, mdeed probable that introduction of the Rodrimez- 
Serrano rule may be actuaUy detrimental to spending on the education 
of children of low-mcome families. 

It should further be noted that the lack of relationship between 
low district property values and low educational achievement is 
exacerbated by another factor: the extreme present reluctance of 
many low property value districts because of low educational costs 
in rural areas to make even an average tax effort for education. The 

by the court in Mclnnis v. 
Shapiro m F Supp. at 333 (N.D. 111. 1968). It is also dramatized 
Dy tne study of a State commission in Maryland which revealed that 
a large part of the lower expenditures in many smaller rural counties 
was accounted for not by lower resources but by lower tax effort. 
{bee the table on "Effect of Differences in Effort" in [Marvland] 
Ommtsswn to Study the State's RoU in Finawing Public Edviation, 
Background Jnformattm (May 1970), p. 68.) 

A Representative State Aid Program 

It is the thesis of the framers of plaintiffs' theory that legislatures 
are incapable of independently re-examining State aid programs unless 
prodded to do so by courts, that State aid formulas constitute examples 
01 settled wrong that existing State spending patterns and school 
district hnes should be viewed for purposes of constitutional assess- 
ment as though each State had a smgle united State school system, 
that existing formulas are capricious, unjust, and irrational, and that 
the explosion of legislative creativity they profess to desire is depen- 
dent upon judicial invalidation of existing formulas. Examination 
of the history and rationale of State aid to education in a representa- 
tive middle-sized State, Maryland, is sufficient to explode all these 
notions. ^ 

In Manrland ai5 in Virginia, North Carolina, and some Southern 
States, school dibtnct Imes correspond exactly to the long established 
distnct lines of Maryland counties, just as in many New England, 
Midwestern, and Western States school district lines correspond 
exactly " town and township lines. The Maryland counties were 
established at early dates. Eleven of the 24 subdivisions were estab- 
lished withm their present borders, prior to 1695; all but six of them 
were established pnor to the ratification of the Constitution of the 
Umted States; and all but one of them were established prior to 
ratihcation of the Fourteenth Amendment, the most recent erection 
of a Maryland county having taken place in 1872. The dates of origin 
of the Maryland counties are as follows: St. Mary's 1637, Kent 1642 
Anne Arundel 1650, Calvert 1650, Charles 1658, BalUmore 1659, 
Talbot 1662, Somerset 1666, Dorchester 1668, Cecil 1679, Prince 
Ueorge s 1695, Queen Anne's 1706, Worcester 1742, Frederick 1748, 
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Caroline 1773, Harford 1773, Washington 1776, Montgomery 1776, 
Allegany 1789, Carroll 1836, Howard 1851, Wicomico 1867, Garrett 
1872. See generally Maryland Geological Survey, The Couviies oj 
Marylarul, Their Origin, Bmmdaries and Election Districts (1907), 426- 
572. Article 13, Section 1 of the Maryland Constitution of 1867, still 
in effect, effectively forbids the erection of new counties by providing 
that no new county shall contain less than 400 square miles or less 
than 10,000 inhabitants nor shall any existing county be reduced to 
less than the same amount in order to form a new county. 

Maryland school boards possess no independent taxing authority.; 
The taxes levied for schools are levied by the county governments 
and that of Baltimore City and included in county budgets. The 
counties are accorded by the Stat« power to impose unlimited property 
taxes as well as limited local income taxes and various other taxes. 
No Maryland subdivision has exhausted its taxing authority apart 
from the property tax; ea^h subdivision Ls empowered to levy taxes 
which it does not levy. The Maryland counties accord varied exemp- 
tions from their local property taxes (see 28th Biennial Report oj the 
Maryland Staie Department ojf Assessments and Taxation at 19-22.) 
Real property assessment is carried out and organized on a county 
basis under the supervision of a State agency (Maryland Code, Art. 
81, §§ 232 ff.).. In no sense does Maryland have a unified school 
system. 

Maryland once had a State school system, created by Article VIII 
of the Maryland Constitution of 1864, which provided for a State 
property tax to be distributed to the counties on a per pupil basis 
and for a powerful State Superintendent of Schools. The Convention 
adopting tne present 1867 Constitution expressly repudiated this State 
system m favor of a system under local control. See the Report of the 
(Marylandl School Law Revision Commission (1968), at 27, summariz- 
ing the history and see Perlman (ed.). Proceedings of the Maryland 
Constitutional Convention of 1867, jlI 200-202; "The economic expenses 
of the s^rstem, the mode of raising the money and the mode of ex- 
pending it, and the power of the superintendent, are all reasons why 
this system should be dispensed with. ♦ * ♦ The whole system has 
radical, fundamental objections. It would be supposed that it would 
be right to commit the expenditure of those funds to thos3 who con- 
tributed them, but these funds are placed beyond the control of 
every {parent and ^ardian in the State; those who bear the burdens 
arc denied all share in their direction." (Remarks of Delegate Kilboum.) 
"Concerning the [State] system, he would say that it required an 
infallible head and an inexhaustiole treasury. [Laughter]'' (remarks of 
Delegate Famandis). 

The limited remaining powers acconled the State Superintendent of 
Schools under the legislation adopted under the 1867 Constitution arc 
generally inapplicable to the Baltimore City system (see Md. Code, 
Art. 77, §§ 142-145), which is independent of most of these mild meas- 
ures of State control. The existence of large county school districts 
has always limited disparities in school spendm^ in Marylandj as has 
the fact that each county contains groups of widely varying income. 
Indeed, ''the formation of single countywide school districts — as in 
Mar^^land and Nevada — Is often advanced as a solution to resource dis- 
parities among school districts." (Advisory Commission on Inter- 
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^M r^I^}''^'^' GovemmeiU (1969), at 49; 

Mon^ Commie Hearings, at 8473.) Nonetheless, Marvland has 
S^,'"'"'^ measures to further equalize school spendinR ffe^niSSl 

ArunvThaotr^^^ ? A*'"? ^ coCehfnsive'S! 
lormuia Dy Chapter 383 of the Maryland Ac*s of 1922 That for 

Tl^lZ^Xln^^G.^' ^'^!^•^ le^"lature^Vw°aL prSaS^^^^^ 
wie bDonsoremp of the General Education Board of New York bv Dr 

to tSrjSfo^roT t ^est too^vn for hilJork iSdbg 

KSStX4«TfSc^^^^^ 

colleagues have written: ^' ^ Professor Coons rnd his 

pHiTin-fi"'*^^'' ^5*'-* translate the phUosophy of equal 
adSn^f°PP?' »°f<> •I ^able State finance pro-am 
adjusting for district wealth variation was made by George 

(Pnmte WTeoftA and Public Education at 63.) 
0.2?^ provided for a foundation program of education in 

a^tyTc:i?ii^r/''-P}'g"t'^^^«^ f io^. a State mSum 
3 addftion^l .iwii? quahlications and experience of teachers 
sSariS^ shonU founded on the theorj- that teachers' 

cost? r^'''*'^"^- 76 percent of total current 

tZ^mSf 'T'*'"''' "^/^'^ P^'eram which could not be financTby 
the^counties from a umform tax were paid for by the State equa£tioJ 

reiewSd irll3 t ^^e program was periodically 

reviewed and progressively amended. In 1927 a State retirempnt 

For fhrhln.^""^''^ ""^ in 1929 a State pro^a^of edSon 

wL iddKHi^Pill^^^^^^ to transportaS coste 

was added and m 1939 differentials between elementary and secondarv 
schoo salary, scales were eliminated. "This becair5^kSo,SS «S the 
Marv and Single Salary Scale because Maryland was inTheTaZird 

IS^JL^X^SIT ^""'""^ Xa//E 

P^gf^^ni again underwent extensive review by eminent 
authorities from ouUide of Maryland, the State engaging the serSces 

dLfct ?;Sdv ?orTK cS°"rc; ColuS^niveSity to 

report conSed: ' ^"^'""^ Schoof Survey Commission, ^-he 

«trnn„^V Y^'^.^'g 25 /eaTs [since the Flexner report! 
fotivf ind '"^'Ei"", .State department combined Vith 
m«nl f A ^•'P'"''*^ initiative, has brought to fruition 
Rno^ « recommendations which the General Education 
?tX «S"-'''l[;r^?''^^'°'* The present system of 

coSnti? Maryland is one of the most advanced in the 

{Supra, at 63.) 

In the same year, a court in Maryland (Chesnut J ) aDDrovincrlv 
quoted a b ulletin of the U.S. Bu7?au of EdraJkln LcffbSTt^^^ 
Footnote on p. 437. 
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program in glowing terms as "in a sound and relatively satisfactory 
way, equalilzing] school burdens, revenues, and educational op- 
portunities." The opinion listed in detail ''the outstanding features of 
the Maryland system of school support." {Mitts v, Lowndes, 26 F. 
Supp. at 797 n.3 (D. Md. 1939.) 

Following the war, the program underwent extended review by 
two distinguished State commissions, the Sherbow Commission 
(1948), and the Green Commission (Maryland Commission to Study 
Public Education and Finances) (1952). The latter of these com- 
missions, in summarizing the history of educational progress in 
Maryland, noted the pioneering role in introducing new programs 
played by bell-wether school districts. Neither of these commissions 
recommended full State funding, both noting the detriment that 
would result from it to Baltimore City, then Uie richest subdivision 
in the State and the only subdivision not to benefit from the equaliza- 
tion fund. See the Report of the Maryland Commission to Study Public 
Education and Finances (1952), especially at p. 55. 

Various liberalizing recommendations of these commissions were 
enacted into law, these including a revision of salary scales in 1947, 
an increase from $200 to $400 in aid for handicapped children and the 
addition of the 12th grade to the foundation program in 1949, further 
salary increases in 1953 and 1955, creation of an incentive fund for 
school children in 1956, and creation of a program of aid to preschool 
handicapped children in 1957. 

In 1958, the Maryland program underwent an unusually compre- 
hensive review. The State again went outside its borders to engage 
the most eminent student of school financing in the Nation, Professor 
Paul Mort of Columbia. The resulting study occupies a summary 
volume and 13 printed volumes, issued over a period of 3 years, as 
follows: 

Staff Study 1 — Stapleton, Educational Progress in Maryland Public 

Schools Since 1916 (1959) ; 
Staff Study 2— Dom, What Money Does and What it Does Not Do 
^ (1959); 

btaff Study 3— Sartorious, The Fortunes of Equalization in Maryland 

Since 1920 (1959); 
Staff Study 4— Zimmerman & Walker, The Tax Potential of Maryland, 

State and Local (1959); 
Staff Study 5— Zimmerman, Fiscal Adjustmmis Over a Century (1959) ; 
Staff Study 6 — WooUatt, The Measurement of Cost in Maryland Public 

Schools (1959); 

Staff Study 7 — ^Woollatt & Zimmerman, An Economic Index of the 
Maryland Taxpaying Ability of Maryland Public School Systems 

Staff Study 8 — Willis, A Program of Financing School Construction 
Designed to Safeguard the Current Operating Program in Maryland 
(l959) ; 

Staff Study 9— The Growing Edge Committee, The Maryland Schools 
and Mid-Century Needs; 

Staff Study lO — The Staff Characteristics Committee, Maryland's 
Twenty-four Instructional Team^s; 

Staff Study 11— Dom, The Allocation of School Expenditures in Mary- 
land Coxmties; 
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^^''^m^il^Z^'^^^'^l' ^5 ^'t^ ExpmdUures in Higher 
^w««ton to ExpendUures for Elementary akd Secondary eZco- 

^'"^A M'ai^klT' ^'""^^^ School Budget Develop. 

S J^\,Vs* fA^*&l?"%'"°1.^*^?«*'y equaUzation problems, 

It is ^vell to bear in mind that the educational advantaee of 

iron,?'*'l*P•'•r/^^«^°°^ support is that k 

orous local umts to forge ahead in meeting the problms 

bv thernior^^ "^t^ "^ Such lo?al S 

by their pioneering become leaders for the State, (p. 9). 

The Sartorious study, by way of introduction, observed: 

lorSrnltfn'^u"" has merely incorporated into this (State- 
oca) partnership certam features that were inaugurated b 
the local school systems. That is to say that, in the main 

total Stlt n?"^ ^ ^^^^^^"^ 'P^^'^^ became part of the 
sHd in rJ^nr.?^""- ^his means further that tlie partner- 
thKfl ♦ * ?"PP°^ •^•^•^ys lagged on the part of 

Equalization demands more than helping the poorer local 
it^^.; ^- equaUzation of an cSeglie prSSIm but 

It certainly does not demand levelling do^. (p if) ' 

t^PtLn^'f""""'.'?""'^'^ expressed concern that the equiUzation svs- 
pn Sn^-r °P?^\<i}"'» »° Maryland, while providing fo? a S deSe 

'St:^rllt - imjSeX 

tax leewayT"" ''''' '"''"''^ <=°°«eni for local 

StSrlwo"/* advanced a number of refinements in the 
btrayer-Hare plan with his associates and disciples at 

A^^l A ,.^"^<'°'*<*P* of local tax leeway provided for a 

iTsTd? ° ^•^^ '"^•^^ conifbution soTha? 
almost ail districts would receive some State aid Also thp 
ocal district would have the discretionary power to tel 
trnl^'^"?"^ contribution rate in oJde^r to puShS^ 

(Garvue, Afodem Puhlk School Finance (1969), 228-29 ) 

DonSTfhp f'lln^^f "P'^^'y Increases in' the salary com- 

ponent of the foundation program took place in 1968, 1960, and 1961, 
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increases in the basic aid component in 1960 and 1961, and an increase 
in the buildint* incentive component in 1961. 

The years following 1964 witnessed an explosion of creativity in 
educational jBnance in Maryland. Four major developments took place : 

1. In the period 1964-1967, a distinguished State conunission, 
the Maryland Commission on Stat-e and County fiance, recom- 
mended sweeping changes in the financing of education and other 
public services in Maryland, changes reacted in two major acts 
of the Maryland legislature, Chapter 17 of the Acts of 1964, and 
Chapter 142 of the Acts of 1967. By virtue of these chimges, 
Maryland became the iBrst State to consider income as well as 
property wealth in its State educational equalization formula, a 
chaiiee of particular benefit to Baltimore City. In addition, the 
States first graduated income tax was enacted, supplanting a 
fiat rate tax, and special subventions to the subdivisions for 
police servif^es were provided for including a special lump sum 
appropriation to Baltimore City. This has been described as ^'a 
revolutionary change in support for Maryland schools. A unique 
feature is that per c^ita income is used as a factor in determina- 
tion of the relative fiscal capacity of local school systems. * * * 
The elements making up the foundation projgram were raised to 
levels representing current average practice throughout the 
State ♦ * ♦» A pro-am of current expense incentive aid was 
created. ''A notable improvement in this law was its establish- 
ment of a fixed percentage for the State's share in the foundation 
program." 

{Report of the Schod Law Retnsum Commission (1968), at 29.) 

2. In 1968, another State commission, the School Law Re- 
vision Commission, after a study of equalization problems, re- 
frained from endorsing full State fundmg or full equalization, 
recommending instead a focus upon the needs of urban districts. 

The State should provide special, categorical finan- 
cial aid for the education of children from an economi- 
cally deprived environment. Such educational pro- 
grams should be designed to compensate for the lack 
of prior appropriate learning experiences and to pro- 
vide meaningful early childhood experiences before 
age 6. (at 31). 

The recommendations of this commission were anticipated by 
the le^lature. By Chapter 142 of the Acts of 1967 the founda- 
tion aid program was extended to kindergarten children. By 
Chapter 754 of the Acts of 1969 and again by Chapter 4 of the 
Acts of 1970 a special program of 'density aid" to Baltimore 
City created by the 1967 Act (see the simtfar suggestion by the 
Lawyers Committee for Civil Rights, Compact, April 1972, p. 4i) 
was enlarged and increased. 

3. In 1970, another State commission, the Commission to 
Studv the State's Role in Financing Public Education, recom- 
mended full State assumption of the costs of public school con- 
struction. The legislature, acting almost immediatley, adopted 
this recommendation by Chapter 624 of the Acts of 1971, Mary- 

82-418 0~72 28 
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land thus becoming the first State in the Nation to fully assume 
school construction costs. In fiscal 1972, appropriations for this 
program approximated $150 million, raising the State's share of 
education spending from 31 percent to 39 percent. The budget 
estmiate for this program for fiscal 1973 is approximately $300 
million, all of it to be allocated by a State agency solely on the 
basis of educational need, which will further raise the State share 
of total school spending and will also operate to a considerable 
but as yet undertermined degree to elevate the level of school 
spendmg in poorer counties to a figure closer to the State averag.e 
The commission, though split on the issue, refrained from rec- 
ommending full State funding of current expenses. Its recom- 
mendation that the State assume 55 percent of all existing cur- 
rent expenses in the several subdivisions, esseutially a tax relief 
rather than equalizing measure, was not adopted, the legislature 
mstead provided for dfistribution of an added fund of 5b22 million 
to subdivisions on a basis inverse to wealth by Chanter 4 of the 
Acts of 1970. 

In 1971, another distinguished State commission, the Commis- 
sion on the State Tax Structure under the chairmanship of 
Professor Edwin Mills of the Johns Hopkins Economics Depart- 
ment considered and rejected proposals for full State funding of 
education, recommending instead a program of general purpose 
grants akin to revenue-sharing to subdivisions with large numbers 
of persons below the poverty level. In rejecting full equalization 
of education, the Mills Commission observed: 

Thus the relative burden of taxes in support of a 
particular program is very nearly the same m all jur- 
isdictions [under equalization]. The problem with this 
approach is that each jurisdiction is forced to con- 
sume exactly the service level decreed by the State. 
Although it may be desirable to force or induce low 
income jurisdictions to consume a higher level of some 
services than they otherwise would, because of the 
State's interest in those services, it is not so clear that 
it would be desirable to force higher income jurisdic- 
tions to consume a lower level of services than they 
would prefer. If educational attainment is a desirable 
thmg, the State surely doesn't want to be in the posi- 
tion of curtailing it in those jurisdictions that are 
likely to excel. State assumption of a local service is 
desirable only when a very largje proportion of the 
benefits of a service are statewide and when most 
people desire similar levels of the services. This does 
not appear to be the case for education for example. 
(At 264). 

It is thus clear that plaintiffs' proposals have not been neglected or 
ignored in Maryland, but rejected on their merits by disinterested 
pubhc bodies. 

One further instance of rejection deserves to be noted. In 1967, the 
abortive Maryland Constitutional Convention meeting in that year 
had before it a proposal to fasten on the State a rule substantially 
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equivalent to that proposed by plaintiffs here. The proposal received 
extensive discussion. It was rejected on the flow of the convention 
after it was pointed out that such a provision "would discourage and 
frustrate local initiative/' and effectively prevent or postpone new 
initiatives in education. Excerpts from the competing reports appear 
as an appendix to Eurland, Equal Edueakanal Opportunity, in Daly 
(ed.). The QualUy of Inequality (1968), at 67-72. 
Professor Eurland accurately concludes: 

The arguments addressed by the reports * * * are 
certainly relevant to the issue whether the Supreme Court 
should attempt to impose on all of the States what the 
delates to the Maryland Constitutional Convention were 
unwilling to impose on their own State. 

At present, State educational programs are continuing to undei^o 
review in Maryland. The Governor's Education Counsel, a former 
superintendent of schools of one of the poorer counties, has opposed 
on principle full equalization or full State funding (Spigler, Adaress to 
the Maryland Aeeoeiaiion oj Counties, January 20, 1972). The Gov- 
ernor, on June 8, 1972, appointed a new task force to consider realloca- 
tion of the presently available State funds in a fashion which ''will 
avoid doin|: drastic damage to the school system or taxpayers of any 
particular jurisdiction'' and whidi "will require little, if any, increase 
m the very laree sum of money ($343,425,540 in fiscal year 1971) that 
the State is already pumping into the local school system.'' (20) 

Those advocating equalization at the Montgomery County level 
togeth^ with freezmg of that county's expenditureB have conceded 
that this Rodriguez'ty^ approach would require additional revenues 
in Maryland of $200 million per year, equal to 3 percent on the present 
sales tax base. Wise, School Finance £^ialization LamuiU: A Model 
Legislature Response, 2 Yale Review of Law and Social Action at 130, 
precluding the State Ic^lature for at least 3 years from ''begin(ninffj 
to set levds for education in competition with its assessment of needs 
for other public services." (Id. at 130.) 

Advebse Effects on Interxsts of Urban Areas 
AND Racul Minorities 

The relief granted by the Rodriguez and Serrano courts, far from 
being the advertised panacea to problems of minority and urban 
education is, as some of its original supporters have come to recognize, 
actually destructive of the interests of urban areas and the interests 
of nunority children. 

Nothing makes this clearer than consideration of the evidentiary 
material ujpon which the Rodriguez court purported to base its decision. 
T^e principal such piece of '^evidence'' was a lengthy narrative 
affidavit of Joel S. Berke of Syracuse Univer9ity, filed at an extremely 
late stage of Uie litkation under circumstances which precluded the 
State from making effective reply. It has been observed of this affidavit 
that: 

It is true that the three-judge Federal district court which 
invalid ated the Texas school financing system in Rodriguez 

Footnotes on p. 437. 
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found that those distncts most rich in property also have 
the highest median family income and the lowest percentage 
in W^^lW*\>''^i^^t P""'' P^P^'^ty districts are poSr 
mSlA h 1 • 75f '"•d^ affidavit 

submitted by plaintiffs and cited by the court. As a basis for 

i-rofTV^"*!^".^^' " questionable source; a 

careful readme of the data contained in the affidavit creates 

CT-ave doubt about the vaUdity of its conclusions * • * The 
Kodnguez court cited the affidavit as showing a median family 
mcome of $5 900 in the 10 districts with thihighest ?ax™ 
per-pupil and $3 325 m the four districts with the low^t 



Market vilue of Uiabla pn^Mrty per papa 


Median 

Cunily 
income 
from 1900 


Percent 
minority 
papili 


State and 
local 
reyenuei 

DertNipU 


*^.2y^J*l^»^ (10 districts) 

^ (26 districts)... 
$50,000 to $30,000 v'i*0 districts)!.. 
$30,000 to $10,000 (40 districts). 
Below $10,000 (4 districts) 


$5,900 
4,425 
4,900 
5.05O 
3, 325 


8 
32 
23 
31 
79 


$815 
544 
483 
462 

305 



(Affidavit of Joel S. Berke at 6 (footnotes omitted.)) 

k^^^K-/^^'' category, breakdown of school districts seems to 
be arbitranr, and it is only this breakdown which appears to 
produce the correlation of poor school districts Tnd poor 
S«?.&.r v^°".u^'^ breakdown, however, the correlatiinis 
«^A uf.- very small number of districts in the top 

and bottom categones Even more significant is the apparent 
inveree relationsjip between ;)roj)erty value and Sian 
mcome m the three middle distncts, where 96 of the 110 
districts fall. WhUe the famUy income differences among the 

iic^ fi nf ?^ ^"?*'"' be even more 

»^ categones are weighted by the number of 
dBtncts m each. At the very least, the study does not support 
the aflumative correlation of por school districts and poor 
people stated by the court and the affiants; this is, however 
the study the court relied upon, and it is apparently the only 
study which purports to show such con-elation 
(Gol^in, /nfer-Z>M<ric< IruquaMea in School Financing: 
Von TT • ^?<^y«f 2f Serrano v. Priest and Its Progeny, 
indMte^6?(1972) ) ^''^ ^^^'^^ 5047523 

^'f since pursued his studies of the effects of the 
yZtZ^lv!T •'•'^i'^ ''^'^'^ conclusions dramatically a? 
bSSJ^^S «'^«^nced m or at least suggested by his affitfavit 

nnhlT«H JTf P'^^P'l^^ R-ofessor Berke have since been 
?w J^* f c * *^^**!^ Equal Educational Opportunity 
^*v*^ ^"^r*«' ^ Pi^^ Aspects o/EaualUy oJfWucatM 
OpportunUy and InejuUies in School hnonc« January 1972) )TTw 
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second of these monographs considers the results which would obtain 
in the event that a State adopting the Rodriguez rule provided for full 
State assumption of the costs of education and equal per-pupU ex- 
penditiu-es, the costs of this program being funded by a proportional 
mcome tax. The study notes that similar results would obtain if the 
State educational program where funded from another broadbased 
nonprogressive tax such as a statewide sales or property tax. It 
need scarcely be labored that the line of least resistance for States 
confronted with a Rodngnez-type decision Avill be movement to a 
statewide property tax. Professor Berke and his colleagues conclude in 
this study: 

Despite tho widespread enthusiasm that the California, 
Minnesota f/.id Texas cases have raised throughout the 
Nation, it j^; our belief that finance reform of the type just 
described will not result in removing the major inequities 
in Ameri can educational finance and on the contrary may well 
exacerb(\£ the problems of a substantial proportion of urban 
schools. The results are rather sobering for those concerned 
abouo the urban financial crises. In three-fourths of the cities in 
thess large metropolitan areas, school taxes would rise and of the 
sic exceptions to this tendency three are located in a single state, 
O^iiOy and in a fourth the tax rates w&uld remain virtually the 
same. The expenditt implicatians, however, are even more 
jarring. For this aspect of the analysis we have assumed that 
the local share of revenues assumed bv the state would be 
re-distributed on an e^ual per-pupil basis throughout the 
state. * * * Nearly f 'oice as many central cities would receive 
lower expenditures from the states under egual statewide per- 
pupil dtstribuiion of funds than they presently receive under 
the existing revenue structure. In a number of cases, for 
example. New York City, the proportion of income tax for 
educational purposes would rise from 2.5 percent to 3.1 per- 
cent yet the expenditures from local sources that were $64 
in the 1970 scnool jear would drop under an equal per- 
pupil statewide re-distribution of the state assumed local 
share to $636. In short, not only would New York be paying 
more, under equal per-pupil statewide redistribution, it 
would be receiving less. • * * Under our revenue-expendi- 
ture model, educational resources are being re-distributed 
from large cities to other parts of the State. The reason 
for this phenomenon lies in the analysis already dis- 
cussed * ♦ * which showed that city tax rates for education 
were lower than in the surrounding areas because city tax 
rates for all governmental functions combined were higher 
than in other parts of metropolitan areas. The explanation 
for the expenditure effect has also been shown: city educa- 
tional costs are considerably higher than those in other parts 
of the state; and, while expenditures in cities are not as high 
as their added costs and greater educational need requires, 
they are higher than expenditures in rural areas and in some 
suburban areas. Certainly, city Bchod expenditures usually are 
above the statewide average of districts, and thus^ cities lose or 
only break even in plans that have equal per-pupil expenditures 



throv^hout the state or which "level-tip" to the state average. 
inHTv.°2 °^ tax^xpenditure model on cities 

and their suburbs, we took a random selection of 13 of the 37 
largest metropohtan areas, and looked at a large central city 
Nnrt\S„^r°*J- xV^ * «ix of the eight large cities in the 
Northeast and Midwest, suburban taxes would rise under 
state assumption, but the rise would be markedly less than 
m the cities m most cases. Both areas would be redistributing 
to nonmetropohtan areas or to the least urbanized portions 
of metropohtan areas. In the South the tax impact of 
statewide assumption would permit the suburban counties 
u'?"^[°P°.'*.**° "^^s *° reduce tax eflFort for educa- 
tion while the cities would get either a ledser degree of tax 
rehef or none at aU. In the West, all three cities would have 
theu- tax effort mcreased, whUe that would be the" case for 
only one suburban county. Table XVI shows the comparative 
central city-suburban expenditure results. * * • After 
equal per-puiMl distribution of the state assumed local 
Share, the third column shows the new statewide expenditure 
levels from what were formally local revenues. Qiily two of 
the eight Northeastern and Midwestern cities gam, while 
only one suburb does, and the rates by which tie suburbs 
exceed the state average are substantially higher than in 
the cities. 

(id. at 66-69; emphasis added.) 

The Berke study contains (at 67) a detailed table which is instruc- 
tive, and which is set out below. 

Table XIV.— Toa: efoH and expenditures implicatum under State 
assumption and eqwa per pupil distribution 

Peroentoflneome 
tued for achool 

parpoies Local ezpendituret per pupil 



Under 
State 
assuinp- 
1970 tlon 



1970 


Stotewlde 
equal 
expendi- 
tures 


Local 
expend!' 
turet under 
statewide 
tax rate 1 


$444 


$538 


$486 


522 


632 


741 


587 


707 


648 


(») 


707 


797 


347 


636 


662 


694 


636 


863 


69? 


636 


727 


444 


446 


593 


596 


446 


650 


701 


477 


678 


307 


600 


754 


415 


377 


495 


439 


396 


589 


582 


429 


835 


P) 


408 


428 


422 


408 


469 



Northeast; 

Baltimore. Md a 4 a 7 

U t| 

Paterson-aifton- 

Passaic, N.J (t) q o 

Buffalo, iJ.Y :"■ I'l 3 1 

New York, N.Y il a 1 

S??*'^'!^?!:^ 3e0 Vl 

PhU^delphla, Pa 2. 0 2.7 

Rttoburgh, Pa 2.5 2.7 

Providence, R.I.... 2.9 2.8 

Midwest: 

pJljf»8<>'IM----« 1.4 a 3 

Indianapolis, Ind.. 2,4 2. 8 

Detroit, Mioh I 2. 1 2 9 

Minneapolls^t. Paul, Minnll 2. 3 a 3 

Kansas City, Mo (i) 3,0 

St. Louis, Slo 2e 7 a 0 

8eafootnot«aatendoftable,p 421. 
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1'able XIV.— roa? e^crt and expendUures impHcation under State 
assvmptwn ana equal per pupil di9trihution — Continued 



Percent of income 
taxed for school 

purposes Local expenditures per pupil 





1970 


Under 
State 
assump- 
tion 


1970 


Statewide 
equal 
expendi- 
tures 


Local 
expendi- 
tures under 
statewide 
tax rate > 


Cincinnati, Ohio 


4.6 


a4 


677 


490 


499 


Cleveland, Ohio. 


4.8 


3.4 


749 


490 


530 


Columbus, Ohio 


3.0 


3.4 


479 


490 


546 


. Dayton, Ohio 


3.7 


3.4 


632 


490 


568 


Milwaukee, Wis 


3.4 


4.3 


599 


573 


708 


South: 












Miami, Fla. (Dade County) 


L6 


L8 


287 


383 


324 


Tampa-St. Petersburg, Fla.. 


1.3 


L8 


222 


383 


315 




2.4 


L5 


395 


175 


350 




1.6 


L6 


341 


191 


343 


New Orleans, La. 


L5 


1.9 


261 


212 


325 


Dallas, Tex 




2.2 


P) 


275 


409 


Houston, Tex 




2.2 


P) 


275 


364 


Ban Antonio, Tex 




2.2 


P) 


275 


259 


West: 












Los Angeles-Long Beach, 












Calif—. 




2.9 


P) 


433 


531 


San Bernardino, Riverside, 










Ontario, Calif 




2.9 




433 


403 


San DiegOj Calif 




2.9 


P) 


433 


423 


San Francisco-Oakland, 












Calif 


2.5 


Z9 


709 


435 


817 




3.3 


4.3 


667 


507 


864 


Portland, C^g 


2.3 


2.0 


442 


672 


980 


Seattle-Everett, Wash 


1.7 


2.3 


436 


328 


608 


* Local reremifls that would be generated If the statewide rates w« 
those rates were retained lorlooal expenditure. 


ire applied bnt the rerenoes raised by 



The Berke table reveals that a shift from local to statewide property 
taxes coupled with distribution on an equal per-pupil basis, the 
probable political result of Rodnguez-ij^e decisions, would be an 
almost unmitigated calamity for most large cities, including the cities 
of Boston, Buffalo, New York, Rochester, Philadelphia, l^ttsburgh. 
Providence, Chicc^, Indianapolis, Detroit. Minn^apolis-St. Paul, 
Kansas City, St. Louis, Columbus, MUwaukee, Atlanta, LouisviUe, 
New Orleans, Los Angeles, San IVancisco, Oakland, Denver, Portland, 
and Seattle. VirtuaUy all these cities have poor and minority popula- 
tioiiS which ^eatly exceed the State average. 

Professor Berke and his colleagues have summarized their findings 
as follows: 

If * * * a statewide property tax is employed, and the 
rates are higher than the characteristically lower education 
tax rates of the central cities — total tax rates are higher in 
cities than in other re^ons of states because of the oemand 
for general governmental services — the results of Serrano type 
litigaiian would be higher taxation of urban areas for education 
thm w currently the case. If the alternative selected for the 
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distribution of educational services is the equal expenditures 
approach rather than some measure of educational need, since 
iM^e city educational expenditure levels tend to be higher 
than the average for the entire state— although they are 
generally lower than most of their suburbs— ^Ae results of a 
school finance case could resvlt in no additional urban expendi- 
tures and perhaps even a lowering of them to a rigidly enforced 
state norm. In short, the result of one possible constitutional 
alternative— statewide assumption of educational costs 
through a state property tax and a distribution of educational 
services through an equal expenditures per child formula- 
could result in higher taxation of city residents for the benefit 
of education in suburban or rural areas. 
(Id. at 33-34; emphasis added.) 

Profe^r Berke and his colleagues are not alone m these findings, 
llie study conducted by the U.S. Office of Education, Finances of 
ifirge (My School System: A Comparative Analysis (DHEW Publica- 
tion Na OE72-29 1972) conducted an even more extensive survey 
of the effects on large cities. The study found that 16 out of 25 repre- 
sentative large city school systems had above average assessed valua- 
tions, and that 16 out of 25 also had average or below average tax 
rates for education. 

That study also found that if all school systems in the respective 
states collected all presently collected local funds for education and 
redistnbuted them on a equal funds per-pupil basis, only 29 of the 84 
urban school systems studied would receive more funds. If the distri- 
bution were made not on an equal dollars-per-pupil basis but on an 
equalization basis rewarding areas vith low property values, the 
results for the large cities would have been even more disastrous. 

Indeed, one cannot view without wonder the extent to which ideol- 
op has triumphed over good sense in the work of some of the defenders 
of the Rodriguez doctrme. An especially spectacular example, of this 
tendency ;s found in the recommendations of the Report of the New 
York State Commission on the fjuality Costs and Financing of Ele- 
mentaiT and Secondary Education. That Commission recommended 
a shift from the present mode of financing to a regime in which State 
property taxes would supply all educational funds, the funds to be 
redistnbuted on a per-pupfl basis modified by factors designed to 
channel more funds to large cities. Under its recommendations a 
uniform State property tax of $2.04 per $100 would be imposed for 
educational purposes. The present tax rate in New York City for 
education is $1.89, in Buffalo $1.44, in Albany $1.77. in Syracuse 
$1.66, m Rochester $1.72 and in Yonkers $1.74. The "big six" cities 
m New York would be presented by this "reform" measure mth 
'"^ive mcreases in property taxes. By contrast, sweeping reductions 
M^uld be mandated for those suburban areas now making high tax 
efforts on education. The tax effort for education in Scaredale would 
drop from $2.58 to $2.04, in Hempstead from $2.61 to $2.04, in New 
Rochelle from $2.49 to $2.04 and so on. {Id. at p. 2.33. (21).) 

Against this background it is scarcely a source of wonder that 
disenchantment with the Serrano-Rodriguez doctrine has set in. Thus, 
William L. Taylor, former staff director of the U.S. Civil Rights 

Footnotes on p. 437. 
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Commission and now director of the Center for National Policy 
Review, Catholic University Law School has testified: 

In the first place, it is being discovered rather belatedly 
that in some areas there is no correlation between the prop* 
erty wealth of an area and the wealth of famUies who reside 
there. This means that in New York City which has a good 
tax base and many poor families, poor and minority children 
would be hurt—not nelped — by an application of the Serrano 
principle redistributing nroperty wealth for school finarkcing 
purposes. Second, the Serraiio decision points not toward a 
system of firiancing based on educational need — which is 
what poor children really require — or even to equal expendi- 
tures, but simply to equalizing the property tax base. Third, 
even in the best of drcumstances, there is no persuasive 
evidence that differences in expenditures — unless tiiey are 
massive-j-produce significant differences in educational out- 
come. It is highly problematical that increases in expenditure 
alone will produce for poor children the higher quahty teach- 
ing they so desperately need. 
(Mondale Committee Hearings, p. 10472.) 

The kindest thing that Mr. Taylor could think of to sa]^ about the 
Rodriguez doctrine was that "it will strip away one rationale that 
affluent suburban communities employ for refusing to provide shelter 
for poor and minority familes from the central city," surely a minor 
and remote consequence. 

Mr. Norman J. Chachkin of the NAACP Le^al Defense and Educa- 
tional Fund, a supporter of metropolitanization of school districts, 
has observed: 

Some of the schemes proposed in the wake of the California 
decision could make the cure worse than the ailment. Many 
school districts — particularly urban districts — could get less 
money under a revised aid scheme than they set now. The 
failure of the Serrano litigants and court, in their haste to 
avoid the Melnnis problem of defining educational need, to 

1>ropose acceptable remedies puts the burden on state 
egislatures. 

I would not be surprised if many respond by abolishing 
the flat grant, rninimum foundation and all categorical aid 
programs, equalizing effective assessment ratios, levying and 
collecting a uniform property tax on a statewide basis, and 
then distributing to tne existing school district structures on 
a equal dollars per-pupil basis. Not orJy will this be ex- 
tremely bad for uie education of minority and disadvantaged 
' cluldren, but I wonder how such a restricted revenue base 
might affect a school district which had in the past negotiated 
contracts with an afliliate calling for higher than average 
teachers' salaries. 

(Mondale Committee Hearings, p. 10906.) 

To similar effect see Myers, Second Thoughts on the Serrano CasCy 
City: The Magazine of the National Urban Coalition, volume V, 
number 6 (Winter 1971), at page 38; Bassett, Leaders of Urban Schools 
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Oppose DoUar-A-Scholar, Baltimore News-American, March 16, 1972, 
page 1, column 4; Goldstein, supra, 120 University of Pennsvvlania 
Law Review 504, 526 (1972). 

Nor is the probable detriment to large cities resulting from the 
Kodnguez rule a function of the fact that the rule applies onlv to prop- 
erty tax bases : ' > r I 

An equalization principle that operated beyond the sphere 
of property tax base wealth could work against the cities in 
another area. Local nonproperty taxes, though limited in 
sigmficance to a few States * * * may also disproportion atelv 
favor urban centers. In a study of Alabama, Kentucky, 
Louisiana, Maryland, New York, Pennsylvauia and Ten- 
nessee for 1968-1969, school districts were classified into 
central city, suburban, independent city and rural districts. 
It was found that in five of the seven States * * * the rural 
disuicts received the least amount of revenue |)er pupil from 
such local nonproperty taxes; in four of the seven States 
the central city districts received the most revenue 
per pupil. The average ranking for the seven States showed 
that the central city school districts on the average received 
the most revenue per pupil from local nonproperty taxes, 
followed in order by suburban, independent city, and rural 
districts. 

(Alter^ 186-187 (1971) 

(National Educational Finance Project, Volume V). 
Goldstein, mpra, at 526 note 73.) 

Not only will large cities not benefit from Rodriguez but it has also 
been establtehed that minority groups will not benefit from the 
Hodngnez rule. Though the U.S. Qvil lights Commission has claimed 
that sonie moderate benefit would accrue to Mexican-American 
children in Texas, its studies of the school systems of California, 
Arizona, New Mexico and Colorado, conspicuously failed to find any 
detriment to Mexican Americans from operation of the existing system 
of school finance. Similarly, Coons, Clune, and Sugarman, A First 
Appraisal of Serrano, 2 Yale Review of Law and Social Action 108, 
120 note 37, observe: 

The racial district wealth |)attern may be other than 
intuition might suggest. In California, over'^half the minority 
pupils reside in districts above the average in assessed valua- 
tion per pupil. 

Professor Coons and his colleagues have noted: 

If racial discrimination were measured by the percentage 
of all nimonty students who reside in districts below the 
statewide median average valuation per-pupil, California 
would manif'jst mverse discrimination. 59 percent (683.919) 
of minontv students live in districts above the median 
average valuation per-pupil. The percentage is considerably 
higher for Negroes; Indians and those with Spanish surnames 
are nearly evenly divided above and below the median, 
ihe minority figures were taken from an unpublished survey 
for the State Department of Education by F. R. Gunsky 
''Racial and Ethnic Distribution of Public School Pupilsl 



District Report, October 1968." The average valuations per 
pupil are from California Public Schools Selected Statistics, 
1967-68 (Sacramento). 

(Coons, Clune, and Sugarman, Private Wealth and Pvblk Edu- 
cation at 356 note 47.) 

The disenchantment of large cities with the Serrano rule is dram- 
atized by the case of San Francl* co which initially filed an Amicus 
Curiae Brief in support of the plaintiflFs in Serram, see Myers, supra. 
More recently, we are told, ''San Francisco has joined several of the 
small wealthy districts to organize a lobb> ('Schools for Sound 
Finance') to fight any limits on local expenditures" in connection with 
the legislative consideration of school finance revisions in California 
(Anderson, Financing Schools: Search for Reform, Washington Post, 
Mairai, 1972.) 

The obvious detriment to large cities inherent in the Rodriguez 
rule has driven apol<^sts for the formula to suggest ever more 
desperate rationalizations. Thus, it has been suggested that the detri- 
'nent to large cities might be in part mitigated by adopting a rule 
requiring not equal dollar spending but equal facilities, thus partially 
taking account of higher city costs. But the almost total unjustici- 
ability and unenforceability of such a rule, which invariably draws the 
court into comparison of apples and oranges should be apparent. Other 
commentators nave su&;gested that the solution is to be found in some 
formula, legislatively rather than judicially adopted, taking account 
of the factor of municipal overburden. The difficulty with such a sug- 
gestion is that "the National Educational Finance Project reached a 
different conclusion after analysis of a sample of school districts from 
eight States: 'no persuasive evidence of tne existence of htunicipal 
overburden was uncovered.' Johas, et al.. Alternative Programs of 
Financing Education 98 (1971)." (Dimond, supra, 2 Yale Review of 
Law and Social Action 140, note 38 (1971).) 

Finally, there have been suggestions that although an unmodified 
Rodriguez rule may be detrimental to cities, the effect of Rodriguez 
type decisions is to induce States to reexamine their systems of school 
finance; it is inferred that such a reexamination can only result in 
benefit to cities. However, the history of recent and frequent amend- 
ments to State school finance formulas makes clear they have un- 
dergone continuous reexamination. As recently pointed out "e^ual 
statewide financing will take more money out of the central cities 
than it will ^ve to them. * * * Under the Texas decision a State 
could theoretically choose to appropriate extra funds to deprived 
urban children. But it would be very difficult for the cities to get those 
appropriations through any legislature, as a matter of practical 
pontics, in a period in which other wealthy districts were being held 
down." (Editorial, The Washington Post, May 31, 1972.) 

Indeed, the most dramatic illustration of what the Rodriguez 

Srinciple may mean in practice is supplied by the experience in New 
ersey where, in purusit of the will of the wisp of abstract numerical 
e^uauzation in favor of small rural districts not really needing ad- 
ditional funds, a State court judge invalidated a new and progressive 
piece of reform legislation, the Bateman Act, which specifically 
addressed the problems of large cities by allocating available funds in 
heavy proportion to distncts with large numbers of AFDC recipients. 
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Mi2e ^nhl.n^= constitutional rule can readily take account of 
eeneranS f • T been demonstrated that the Rodriguez rule in 
general, would operate to the severe detriment of urban districts: 

A decision by the Unit«d States Supreme Court attempt- 
nL^ differentiate among the states, would be entirely 
S^^^^r^t*^- ^^^""•^ be most unwise to have basically 
SkoIo systems held mvalid or valid depending on 

where the state's poor lived, or more accurately, depending 
on judges views of the difficult statistical analyp-s demor^ 
districte between poor people and poor school 

(Goldstein, supra, at 525. (22).) 

(onJ^J t'Lv^T^ the changes adopted by State legislatures 
nroE! »nvahdation of existing formulas gave some weight to 
?Hp innT*"^ H'^f^ ^^^"^^ ^""•d still be grave detriment to 

becaus? IIZ of the deprived residents ol cities. This is so 

aSwlpfjlp most sanguine exponents of the Rodriguez rule 
hp np.pS:f '''^} additional appropriations for education would 
p«.h I! ftl''^ districts to the level of the higher districts in 

o^.L^p p*f ?f * P'^'"* °f such appropriations vculd be 

nrn^f ^'"'"'^ ^""""^ particularb' pressing educational 

Frni '.H- ^?*«T ™^'einal benefits might accrue to large cities 
irom changes in educational spending patterns viewed alone would 

detrimpnt "^^^ °^ resources and the 

STf ?K capacity of government to address other problems 

such as the urban unemployment which the Coleman Report and its 
inlrp^f r'^l*" the gravest detinment to the educational and other 
interests of urban children. Thus, even one of the proponents of the 
Rodriguez principle. Professor Charles S. Benson has^ observed: 
Assuminp' compliance with the dictum of Serrano v. Priest 
that wealth not influence quality of education within the 
states, one is led to the conclusion that state governments 
must allocate additional revenues to the public schools 
simply to establish such compliance. To remove the in- 
nuence of \realth on education requires that expenditures in 
the large number of low wealth— low expenditure districts 
be brought up to acceptable standards. This can only be 
done by injecting money from a hig-her level of government 
into those districts. (No one can imagine that states could 
obtain compliance with Serrano v. Priest by forcing hi^h 
wealth, high expenditure disti-icts to reduce .heir expendi- 
tures sharply, one reason being that most of these expendi- 
tures are contractual in nature.) I concern is that State 
governments which are obliged U. raise their <!ducation 
budget for this purpose of compliance will slight ou.er social 
welfare activities, such as health, low cost housing, and the 
more developmental types of welfare accounts. There is 
strong reason f>o believe that performance of schools with 
respect to disadvantaged youth is itself extremely sensitive 
__to_these very kinds of expenditures that might suffer as 
Footnotes on p. 437., 
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States move toward compliance with Serrano. This would sub- 
vert whatever equalitanan purpose exists in Serrano * * *. 
(Mondale Committee Hearings, p. 7669.) 
Similar concerns underlie the conclusion of a recent careful study 
of the history of State educational finar 'irmulas: 

Improving the condition of large cii^ school systems can 
best be attained by pinpointed Federal prograui that will 
deal with financing needs of the large cities and other areas 
containing the concentrations of poverty which are so cosUy 
to local governments, both in the educational and non- 
educational spheres. The financial requirements of suburban 
and rural school systems can be most adequatley dealt with 
by the system of State and local finance which has been able 
to provide such large sums of money since the end of World 
War II. Large Cities, on the other hand, present problems 
which are very different and probably can be dealt with only 
on a national scale with a national resource base. 
(Sacks, City Schooh, Suburban Schools: A History of Fiscal 
Conflict (1972) at 177.) (23) 
Plaintiffs, though claiming to represent all parents, children and 
taxpayers in their State, seek a rule profoundly destructive of their 
political rights. As to the rural distncts in Texas and elsewhere in 
the country, local budgetary control over educational expenditures 
and a tradition of close accountability of school officials would be 
ended. As to urban areas, a process of political evolution which over 
the course of a century has given varying racial and ethnic groups, 
in Texas and in the large cities of the East and Midwest, a voice in 
fiscal control of their educational systems would be brought to an end 
and further shifts in influence over City educational policy precluded. 

Finally, it has further been noted that "the variations in school 
expenditures per pupil, throughout the country, are mainlv due to the 
differences in teachers' salary scales. The high salary scales are com- 
monly protected by formal contracts between school boards and 
teachers' organizations. As a practical matter, in view of the political 
strength of the teachers' organizations, it is idle to suppose that salaries 
ip the high-cost school systems can be cut or, following one proposal, 
can be frozen over a period of years while other systems gradual ly 
catch up. The alternative would be to equahze costs by increasing 
class sizes in high-budget areas. Here again the effects would be sharp- 
est in the central cities, where the need for low pupil-teacher rativ/s is 
greatest." (Editorial, The Washington Post, May 31, 1972.) 

Costs of the Relief Sought 

The relief sought by plaintiffs will result in staggering coste to 
already heavily burdened State governments. The President's Com- 
mission on School Finance estimated the cost of elevating all school 
districts to the level of the 90th percentile in each State at $6.2 billion 
and the cost of elevating all school districts to the 95th percentile m 
each State at $8.8 billion. Since the larger part of school budgets 
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^^^^\±'^^^^f^»'^^bohhgaM items such as teachers' salaries, 
tl?«t « « P^'fP'' transportation and the like, it is unlikely 

It IP^thKo o^r***' any State would find it possible to equalize 
Nation's^hool^^Tj P'fS^S*''*- f«« summary of the findfngs at 
Pni^s • oV^^yJ^^^' P- * see Staff Report, President's 
pZ^^°TZf'^?v/"'T^' ?'^'^of Existing SUUe School FiLJe 
/^ro^mms. These ftdditional outlays are, of course, in addition to the 
rapidly nsmg ordinary level of expenditures mth which State govem- 
{?.rp, in™" abreast The rate of increase in educational elpendi- 

i»ff nf JI^^''^?!, outstripped the rate of inflation add the 

rate of growth of the revenue resources of State governments. Thus, 
on a national baas, taxation and appropriation for public schoo 
A^hSLT""'" • ^^-^ percent between'^lQST-SS an/ 1963-64 2e 
M rrj^°™™'^w,^° f"**^-^°^«™™«ntal Relations, StaU Aid 
? s^^nT ?«*'?r"f (1969) at 56 (Mondale Committee Hearing 
L n^Sl- ^"^'^^y- State and local revenue receipts from o%vn sources 
fro J? 1 schools as a percentage of state personal income increased 
from 3.1 percent m 1957-58 to 4.6 percent in 1967-68. Id. -The in- 
^fhere' unions^sugge^ , that this burden Spon 
State governments IS bkely, if anything, to accelerate in its dimensions 
^ti several years. The present suits would saddle the States 

J^L^^ responsibility not merely of keeping abreast of ordinary 
«^«r-increasing revenues, but also of finding the vast 
additional sums mentioned. Just how a burden of $6.2 bil&n or $8.8 
SiiJL^r y«*ri!P°° the hard pressed State governments can be 
ivpn T f'll*^"?? other than overwhelming is difficult to discern, 
pven the fact that the pendmg revenue-sharing bill over which there 
fllfte? T T"i^„.travMl will give State and local governments 

Sen wS * 1 r .T r^^'y »i°ths of the added 

burden which plamtiffs here would thrust upon them in a period of 
rising public demand for other governmental functions. 

.„u^™l* f °^u^^ ,*'"^'^^P '^^'^'^ would be imposed upon parti- 
cular States may be gleaned by comparing the sums necessary to 
raise school expenditures in given States to the 90th percentile now 
prevaUing in those States with the revenues which woulS be generated 
thnsVt«?!r^^ • ^^''''T, IP ««sting sales taxes. The comparison for 
hi p ^- *^ch would be most heavily burdened in absolute terms 
by the Rodriguez rule is as follows: 
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Revenues per 1 percent of Tot»l expenditures tortlse 
sales tax rate, present to 90th percentile (Presl- 
taxes, 1969 (National Edu- dent's Comml^n on 
catlonal project, vol. 2, pp. School Finance) Compact, 
307H»). AprU1972,p.2fi 
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1 EsUmate. 

Similar comparisons with respect to income and property taxes 
may be made by recourse to the figures contained in the study of the 
National Educational Finance Project above cited. It is clear that the 
order of magnitude of the increases which will be required will be 
such as to totally preempt for a number of years one or more of the 
principal revenue sources in almost every State in the union and to 
render impractical tax increases or substantial budget increases for 
any other public purpose. 

As elsewhere noted in this memorandum, no particularly useful 

f public purpose would be served by thii massive effort. In Maryland, 
or example, less than one-fourth of the total additional funds nec- 
essary would go to the city of Baltimore; the overwhelming propor- 
tion of it would be channeled to nu»il districts lacking pressing educa- 
tional needs and the same is tri;e elsewhere in the country. Tne chief, 
if Hot thu only, beneficiaries of this massive disruption would be 
teachers' organizations which would swiftly organize on the State 
level to obtain the maximum portion of the newly appropriated 
revenues. 

The interference with State and local budgeting which imposition 
of the Rodriguez rule would produce would be total. As Frofessor 
Coons and his colleagues have noted: 

The adoption of a power equalized school district system 
would have analogous but more complex effects on other 
public services. * * * Power equalizing would alter the 
price of education for nearly all districts and the interde- 
pendencies of local services would assert themselves in con- 
trasting ways. That is, this all would happen unless the state 
either mandated or assumed the cost of other services beside 
education. In fact, there are certain to be pressures toward 
such comprehensive fiscal neutrality. The Serrano idea will 
increase sensitivity to abuses in respect to other public 
services which have been long endured because of their 
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apparent mevitabUity; this dissatisfaction wUl be further 
stamulated by economists and poUticians, some of whom 
wi^l promote full state assumption of all services and others 
Whom will argue for power equalizing these same functions. 
(Coons, Clune, and Sugarman, ^ Firrt Apmrnisal of Serrano, 
2 Yale Review of Law and Social Action 1 1 1 at 119 (1972).) 
Professor Dimond has similarly noted : 

I have not the vaguest notion of what the effect of fiscal 
neutrahty m school finance alone wiU be on other pubUc 
taxing and spending and private consumption and saving, 
f that Coons, et al., bear a high burden of proof 

that It IS possible to tinker with 'just' the pubUc school 
finance scheme. I suspect that requiring refoim of public 
school finance systems will have a considerable impact on 
the patterns of all other public and private systems of 
racing and siwnding money. Those disinclined by philos- 
ophy to judicial mtervention will be immensely troubled 
by that specter, and especially by its unknown contours. 
Professor Yudof and Kirp have likewise noted: 

^/^^^ Serrano decision does of course have an impact on 
the legislature's capacity to set fiscal policy. If the legisla- 
ture 18 prodded by a Serrano like suit to increase state 
education appropriations (a likely response), then the state 
will be obliged either to increase state taxing, or to cut back 
some other state supported program. Serrano, to put the 
point dilferently, imposes constraints on the legislatures' 
ability to trade off expenditures on public goods. 
(2 Yale Journal of Law and Social Action at 147, note 4.) 
Nor is there any reason to beUeve that the principles of Rodriguez 
wiU be hmited m their impact to State programs. Rather it is clear 
that every Federal matching program will be potentially jeopardized 
by the decision, smce almost by definition the abiUty of ^tes to 
fheir"Sealth* ^ matched is a function in some measure of 

^^rJ? ^''^ apelUng out of the potential impUca- 

tions of Rodrwtuz is not a parade of horribles devised by counsel 
opposmg application of that decision; it comes from the hps of the 
proponents of the doctnne themselves. 

See also Schoettle, The Equal Protection Clause in Public Education, 
71 Columbia Law Review 1355 (1971), noting the potential impUca- 
tions for the total budgeting process. 

There is indeed no reason to believe that these opportunities will not 
be eagerly pursued once the door is open to lawsuits of thb character 
beStoif • Federal taxing and spending programs. We have 

^rrano "opcM a very large door" says John SUard, 
a Wa^ington, D.C., attorney involved in school tax litiga- 
tion. J or the first time, he says, the courts are requinne 

equal protection" m public programs. They are holdiM 
states accountable for liow and where thev spend public 
money. In his view, this means "a revolution in public 



services", the schools, he predicts, are merely "the first bite 
at the big apple. Welfare obviously comes next, and I guess 
health too." * * *Some lawyers predict that if education is 
accepted as a fundamental interest, other public services are 
bound to follow. But they don't like to sav it out loud. "They 
want this to stick", one attorney says. '* Vou stress that edu- 
cation isn't like garbage. We are placing a game here. You 
have to (in order) not to frighten the courts away from a 
proposition that's sound." 

(Andrews. Tax "Revolviian," Wall Street Journal, March 13, 
1972, pp. 1,12.) 

The effective inseparability and indistinguishability of education 
from other services was noted by Judge Harvey in his decision in 
Parker v. Mandd, which repeatedly refers to "health, education and 
welfare" in declining to appl}' the Serrano-Rodriguez doctrine. 

It will be recalled that the California Supreme Court felt obligated 
to issue a supplemental opinion when it was discovered that its initial 
edict was having an adverse effect ujjon State proiwty tax collections. 
With the doctrine that plaintiffs 'pro|>ose the legitiniacy of virtualh* 
all State taxation ¥rill be cast in peril m the eyes of man}* members of 
the public and the eyes also of at least the more exuberant members of 
the lower Federal judiciary. Professors Coons, Clune, and Sugarman 
have gleefully pointed to the factors which they hope will induce legis- 
lative acquiescence in their favored doctrine:: 

A prolonged i)eriod of turmoil and doubt in which aid 
formulas, validity of tax ini|)ositions, validit}' of bonds and 
retroactivity remain locked in a i>olitical struggle. 
(2 Yale Review of Law and Social Action at 118.) 

Surely, whatever their applicability in their original context, there 
is merit in this new context m the cautionary* worifs of Judge Learned 
Hand on the duty of deference to the decisions of legislatures: 

These men [Justices Holmes and Cardozo] believed 
that democracy was a political contrivance by which the 
group conflicts inevitable in all society should find a relatively 
harmless outlet in the give and take of le^lative compro- 
mise after the contending groups had had a chance to measure 
their relative .strength; and through which the bitterest 



reconciliation did not ensue which .sometimes follows upon 
an open fight. They had no illusion that the outcome would 
necessaiily be the best attainable, certainly not that which 
they might themselves have personally chosen; but the 
pohtical stability of such a system and the possible enlighten- 
ment which the battle itself might bring, weie worth the 
price. * * * We face diflficulties which are big >vith portent 
and uncertain of solution. Such solutions as vnll arrive, like 
all human solutions, mil be likelv to be inadequate and 
unfair placebos. But nevertheless they will be compromises, 
as government almost always must be in a free country ; 
ana if they are to be upset under cover of * * * majesti*- 
sententiousness, they are likely to become centers of frictions 




assuaged, even though the 
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oS^Ziifvl*'^^'^.u^^^ themselves of this facUe 
opportunity to enforce their will. 

° n?iJ-^^^^^ of the Judicial 

Fuwiwu^ DiCiard (ed.), S/wie of IAberty\t 204, 207^ 



CONCLUSION 



The mdgment should be revereed. 
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FOOTNOTES 

f-^? ptli/, K^i^ ^^,^*ff"'""? "inviting target." 

(j) Prwate WeaUh and Public Education (1969). 

PubL? LAw"3%r69 m72^T^h^^^^ ^'^^ne, 21 J. 

t uMwi. mjaw i5«>, ai o» (i»7Z; ( the courts will once axain be called unnn fJi aif 

{"tiSn 2"*'"*'^? " ^«>°'l or^hird roW^"lK 

.v, K^''*"*'**' <l«''"'t'on of "wealth" in relation to education means the oosses- 
sion by a taxpayer of an annual sum equal to approximately on^brth the 
a late model car the use of which upSn one's children"' iSuSH an XnL 
iR^-T^ «°t'essly be pursued and prevented by the Federal eau'tv Z7a 

ffctil SreveSTlf^^V?."'^ a preliminary in! 

ii^JiVtil ^ P^fv®?* the Town of Danen from erect ng a public school in asserted 

Md"629" Sur!bTm2f^ " ^'^"^'^ ci" n*^? 2M 

^I^i?*^*®? the Coons, Clune, end Sugarman book, is not dedicated in the manner 

Ninro^d^Soral^eeS.'^"•"'"^^^ pubiic%u^j^trr"?'"^o' 

(8) Indeed, plaintiffs are driven inexorably to this conclusion. The SDwiniK! 
m«v?.P«li''* <f«tmction which they would draw betw^n a^d Sn^ 

Kr fTif S?'i?w1,n^i.- "."'''^7'°? P'"'""''^ """"'I* toward Tstatuteprovid" 
" ■ funding and going on to recite that the educational needs of the 
State required appropriating to the separate subdivisions in throreci^ uneau^^^ 
*™,^VlJf T^PfS* }""^«' the total present system. ^ unequal 

(9) 40 L. W. (2238) N. D. Fla"., Oct. 12, 1971. 

areas. ' ^ ^' "'t'e'z">8 Power equalizing as unfair to urban 

thi Ma^vtand ItM^il^n'iV'^Kl^ the supremacy given determinations by 
full buWt r,rP^mn?PJi recentlegislation providing for 

ffiVd°cSdt5^ 7l TiaOMgT'' °" °' construction Lsts in that 

(12) That this has wide implications is evident. Compare the viewDoint of 
Simons, Ecorumre Policy for a tree Society (1948) at 2»-^9 viewpoint of 

A society based on free responsible individuals or families must involve 

^entTn.;^^? fL^n' '^K responsibilities of fam^L «e an 

essential part of their freedom, like the inseparable moral responsibilities are 
necessary to moral development. Family property in the oSntel sense of 

*XKrand'Sf?heTff„Tr' ''' •"«5«fy the'Xasis of prevenjfve check' «» 
*u * ■ ^^9^ ^ increase personal capacity from generation to 

=rti?u"*li^rn =y" Sror^^-n^"*-'"'^ '"^ ^ ^ ^'^''^^^^ 

S»hi^''*''*^l*i'* ^5!?*"*^ credit for state death taxes are of un- 

toinlv ^ iZpH hv'?{;""*y' "otwithstanding that Ck)ng,«» wo"d ataost Tr- 
tamly bo iJarred by the apportionment clause from direStly imposing th" Federal 

Stal^tw Sf.wt'*H-.."'**' I***** o' (pcrhap95 from 8ilc5yinl in a 
State that fair trade" agreements were legal in KAnsaa and illegafin Miiouri. 
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Similarly, the conferral of home rule powers on local subdivisions has not been 
thought unconstitutional because the local Council of one subdivision enacted 
a regulatory ordinance which the local Council of an indistinguishable sub- 
division declined to enact, nor has it been thought that the resulting" discrimina- 
tion presents a problem of equal protection of the laws. 

(14) In Maryland and in most Southern States where county districts are 
commonplace, nearly all the counties pre-existed the State, and the same is true 
of towns in New England. See Liggett Co. v. Lee, 288 U.S. 517 581 (1933) (Cardozo, 
J. dissenting) and authorities there cited. The special school and taxing districts 
characteristic of the midwestern States were likewise only in form of State origin 
and in their inception bore many of the characteristics of voluntary associations. 
Cf. Cooley; Constitutional iAmitations 123 (2d ed. 1871); and see Forsyth v. Ham- 
mond, 166 U.S. 506, 518 (1897). 

(15) Full State funding in Hawaii has limited local initiative. Contrary to 
plaintiff's postulate, it has not eliminated inequalities but merely rendered 
them less visible. Salaries per pupil in 1970-71 varied from $407 in the Nimitz 
School to $1 181 in the Hookena School, against a State average of $597. Hawaii 
Public -Education Department, District Summary of School Expenditures, 
1970-71. f » J , 

(16) See The Rand Corporation, How Effective is Schooling (1972). 

(17) The suit was later dismissed for want of prosecution. 

(18) Milliken v. (?rcfn, Mich Cir. Ct. Ingham County, No. 13664-C (1972). 

(19) See Flexner and Bachman, Public Education in Maryland (1921), at 8. 

(20) Existing disparities in Maryland are of a very modest order, and are largely 
attributable to the escalation of personal income in recent years in Montgomery 
County, the bell-wether subdivision — an escalation due in no small measure to 
the Federal pay comparability program, and to the effects of the 5-week Mont- 
gomery County teachers' strike in 1970. Cost per pupil for current expenses, 
including transportation in 1969-70 was $972.84 in Montgomery County. In the 
other 23 subdivisions in the State the range was strikingly narrow, from $597.92 
in Somerset County on the eastern shore to $767.19 in Baltimore County. Selected 
Financial Data, Maryland Public Schools, 1969-70, Part I, Table II. These fig- 
ures do not take into account the new State assumption of school construction 
which heavihr benefits the rural counties since State funds are available on a 
need basis. There is no reason to believe that Montgomery County children are 
enjoying peculiar benefits. Recent comparative studies of educational achieve- 
ment in the Montgomery County schools indicate that children in those schools 
perform slightly below the national average of children of comparable intelligence 
on nationwide tests. Washington Post, November 23, 1971 p. C-1. Indeed, by 
a number of measures, Montgomery County schools are worse off than Somerset 
County schools. 23.3% of Montgomery County teachers have less than 2 years' 
experience as against 14.7% in Somerset County, 63% of Montgomery County 
teachers have more than 5 years' experience as against 78.9% of those in Somerset 
County. Maryland State Department of Education, Experience of Teachers and 
Principals, September 1969, Table 1. 

(21) See the critical lead editorial in the New York Times for January 29. 1972, 
and see Buder, City Rise Linked to Fleischmann Proposals and Maeroff. Suburban 
School Officials Fear Effect of a Freeze on Spending. New York Times, February 2, 
1972 at 47. 

(22) Professor Goldstein also aeeurately observes: "Whatever corelation there 
is between the percentage of minority people and the tax base wealth of a school 
district in Texas may reflect the rural nature of Texas minority life or some 
other State peculiarity.'' Id. at 525 note 71. 

(23) IndeedUhe limited Federal and State programs focused on deprived urban 
areas are said to have already placed eity high schools with large numbers of 
low-income children on a mueh better than average material footing. See Havig- 
hurst, et al. A Profile of the Large^City High School, National Association of Sce- 
ondary School Principals, November 1970, gtiotca at Mosteller and Moynihttn, 
On Equality of Educational 'Opportunity (1972), p. 11. 



